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REVIEW  OF  THE  DEFENSE  PRINTING  SERVICE 


THURSDAY,  JULY  15,  1993 

U.S.  Congress, 
Joint  Committee  on  Printing, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  room  SR- 
301,  Russell  Senate  Office  Building,  Hon.  Wendell  H.  Ford  [chair- 
man of  the  committee]  presiding. 

Present:  Senator  Ford  and  Representative  Roberts. 

OPENING  STATEMENT  OF  CHAIRMAN  WENDELL  H.  FORD,  A  U.S. 
SENATOR  FROM  KENTUCKY 

The  Chairman.  Good  morning,  ladies  and  gentlemen.  I  am  de- 
lighted to  see  such  an  interesting  crowd  this  morning.  Some  are 
small  business  people  from  around  the  country,  and  we  are  delight- 
ed that  you  would  take  time  from  your  schedules  to  come  and  visit 
with  us  at  this  hearing  this  morning. 

This  is  the  third  hearing  on  the  Defense  Printing  Service  this 
committee  has  held  in  as  many  years.  I  regret  to  say  that  many  of 
the  problems  of  duplication  of  effort  and  high  prices  foreseen  a 
year  or  two  ago  are  materializing.  The  Defense  Printing  Service 
came  to  life  under  President  Bush  and  Defense  Secretary  Dick 
Cheney.  It  is  the  consolidation  of  most  military  printing  activities 
under  Navy  command. 

The  Joint  Committee  on  Printing  charters  printing  plants  for  the 
entire  Federal  Government.  Fully  half  of  these  were  chartered  as 
Army,  Navy,  Air  Force,  and  Defense  Logistics  Agency  plants  and 
are  now  organized  as  the  Defense  Printing  Service.  The  bulk  of  the 
work  of  the  Defense  Printing  Service  supports  the  administrative 
activities  of  the  Defense  Department.  Some  of  it  is  classified  and 
quick  turnaround,  and  much  of  it  is  not. 

An  additional  25  plants  are  specifically  chartered  for  classified 
work  at  military  and  national  security  facilities  outside  DPS.  Ships 
at  sea,  air,  and  Army  units  facing  potential  combat  situations  also 
have  their  own  printing  and  internal  information  distribution 
system.  It  is  important  to  note  that  the  work  in  these  facilities  is 
not  an  issue  at  the  hearing  today. 

We  were  to  have  other  members  of  the  Joint  Committee  on 
Printing  this  morning,  and  the  reconciliation  conference  committee 
started,  and  many  on  this  committee  are  on  that.  I  have  two  state- 
ments from  members  of  the  committee.  I  would  like  to  have  the 
statement  of  Vice  Chairman  Charlie  Rose  included  in  the  record  as 
if  given  and  the  statement  by  Mr.  Roberts  be  included  in  the 
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record  as  if  given.  So  both  of  those  statements  will  be  included  in 
the  record. 
[The  prepared  statements  of  Mr.  Rose  and  Mr.  Roberts  follow:] 

Prepared  Statement  of  Vice  Chairman  Charlie  Rose,  a  U.S.  Representative 
from  the  State  of  North  Carolina 

Chairman  Ford  and  my  colleagues  on  the  Joint  Committee,  I  welcome  this  oppor- 
tunity to  again  reexamine  the  Defense  Printing  Service's  consolidation  of  printing 
within  the  Department  of  Defense. 

Regrettably,  this  is  now  our  third  annual  hearing  on  this  subject,  all  of  which 
have  been  focused  on  attempting  to  achieve  real  operational  cost  savings  in  the 
DMRD  998  printing  consolidation.  Congressional  language  within  Defense  Appro- 
priations conference  reports  for  the  last  2  fiscal  years  has  been  virtually  ignored.  In 
addition,  the  DPS  alleged  $14  million  in  savings  to  be  achieved  in  FY  1993,  has  in- 
stead resulted  in  an  $18  million  loss  for  DPS  so  far  this  year  and  a  substantial  loss 
of  printing  and  duplicating  business  for  GPO  and  its  commercial  contractors.  My 
office  has  received  a  great  number  of  letters  from  private  printers  throughout  the 
country  who  can  attest  to  the  economic  loss  they  are  experiencing  as  a  result  of  this 
printing  consolidation,  the  cancellation  of  previously  established  contracts  and  the 
apparent  retention  of  work  for  in-house  printing  and  duplicating  facilities  within 
DPS.  We  are  well  aware  of  the  downsizing  within  DOD  and  realize  there  is  a  de- 
crease in  the  amount  of  printing  and  duplicating  that  is  required.  It  is  unrealistic, 
however,  to  swallow  at  face  value  a  wholesale  20  percent  decline  in  GPO  commer- 
cial contracts  in  1  year  that  DPS  says  is  a  normal  result  of  this  downsizing. 

It  is  my  understanding  that  we  will  hear  testimony  today  from  representatives  of 
the  General  Accounting  Office  who  will  attest  to  a  recently  completed  GPO/GAO 
cost  comparison  of  DPS  actual,  not  simulated,  printing  and  duplicating  jobs  which 
shows  once  again  that  GPO,  for  virtually  every  job,  is  on  average  50  percent  cheaper 
than  the  DPS  in-house  cost.  In  last  year's  hearing  we  heard  that  it  was  possible  to 
achieve  $100  million  in  annual  savings  if  in  fact  the  Defense  Department  and  DPS 
procured  much  of  their  work  through  GPO.  It  needs  to  be  stressed  that  the  jobs  cur- 
rently being  produced  through  DPS  are  administrative  support  work  for  the  Defense 
Services  and  do  not  affect  nor  impact  upon  DOD's  ability  to  defend  our  country. 
Procurement  through  GPO  does  not  jeopardize  in  any  way  top  secret  and  classified 
information.  The  Services,  not  DPS,  have  retained  their  printing  plants  to  produce 
the  critical  highly  classified  data. 

In  these  difficult  economic  times  when  every  effort  is  being  made  to  cut  costs  in 
virtually  every  department  and  program,  it  does  not  make  economic  sense  to  spend 
dollars  on  an  expanded  internal  printing  and  duplicating  business.  DPS,  which  con- 
tinues to  suffer  from  excess  equipment  and  personnel  capacity,  has  in  the  past  year 
put  into  operation  large  numbers  of  expensive  electronic  printing  devices.  This  type 
of  expansion  defies  logic  when  the  Government  has  had  in  place  since  1861,  an 
agency  with  the  capability  of  competently  and  cost  effectively  providing  the  Govern- 
ment's printing  and  duplicating  needs.  We  have  reached  a  juncture  where  we  no 
longer  can  afford  the  luxury  of  duplicating  efforts  at  the  expense  of  the  American 
taxpayer.  Priorities  need  to  be  set  and  adhered  to — it  continues  to  be  my  hope  that 
the  Defense  Department  will  realize  that  using  the  Government  Printing  Office  and 
its  Federal  Printing  Program  can  only  help  the  economic  conditions  of  both  agencies 
as  well  as  the  American  taxpayers. 


Prepared  Statement  of  Representative  Pat  Roberts,  a  U.S.  Representative 

from  Kansas 

Good  morning  Mr.  Chairman.  We  are  here  again  this  morning  in  our  continuing 
efforts  to  get  the  costs  of  government  printing  down.  This  is  the  third  hearing  on 
the  consolidation  of  printing  under  the  jurisdiction  of  the  Navy.  At  the  last  hearing, 
almost  a  year  ago  we  were  presented  with  numbers  that  showed  printing  and  dupli- 
cating would  be  cheaper  contracted  with  private  printers  through  the  GPO  than 
produced  in-house. 

I  have  met  with  Admiral  Moore  and  his  predecessor  Admiral  Miller  on  the  sub- 
ject of  the  cost  of  printing  and  duplicating.  They  are  both  honorable  men  doing 
their  best  to  carry  out  the  responsibilities  assigned  to  them.  Good  business  practice 
dictates  that  the  equipment  and  personnel  you  have  be  utilized  to  their  fullest 
extent  possible.  After  2  years,  the  question  is  still  the  same,  "should  the  Depart- 
ment of  Defense  spend  its  scarce  dollars  on  printing  and  duplicating  documents  that 


can  be  easily  procured  from  private  printers  on  term  contracts?"  The  answer  is 
probably  not.  I  see  no  evidence  that  DPS  has  faced  or  intends  to  face  the  question  of 
downsizing  its  printing  bureaucracy.  It  is  laying  off  some  printers,  less  than  20  per- 
cent. This  does  not  indicate  to  me  that  there  is  any  intention  of  reducing  in-house 
printing  and  duplicating.  One  thing  I  know  for  certain,  we  do  not  need  two  bureauc- 
racies doing  the  same  thing  with  heavy  overhead  costs  attached  to  both.  I  hope  to  be 
convinced  that  we  are  coming  to  some  resolution  to  the  question  of  reducing  these 
burdensome  costs  to  the  taxpayer. 

Today  I'm  pleased  to  have  as  a  witness  one  of  the  GPO's  contract  printers  from 
the  big  First  District  of  Kansas,  Rick  Cripps.  Rick  came  in  to  see  me  in  May  when 
he  and  his  lovely  wife  Janice  were  here  to  accept  an  award  by  the  Small  Business 
Administration  as  the  "1993  State  Small  Business  Persons  of  the  Year  from 
Kansas."  We  talked  about  the  problems  of  small  printers  and  how  the  Defense  De- 
partment Service  has  cut  into  his  business. 

I  look  forward  to  hearing  the  testimony  from  our  witnesses  today  and  I  hope  we 
can  come  to  some  resolution  to  the  impasse  over  our  published  products  and  the 
explosion  of  their  costs. 

The  Chairman.  Several  months  ago,  I  began  to  get  letters  from 
printers  around  the  country.  Some  of  them  were  from  Kentucky, 
but  most  were  from  other  parts  of  the  country.  I  received  quite  a 
stack,  I  might  say.  Most  tell  us  of  DPS  holding  work  in-house  that 
had  previously  been  provided  by  private  sector  contractors  through 
the  Government  Printing  Office.  All  told  stories  of  their  businesses 
teetering  or  going  under,  their  workforce  reduced,  their  work 
drying  up.  All  claim  they  could  do  the  work  for  50  cents  of  each 
dollar  the  Defense  Department  spent,  and  all  claimed  that  the  De- 
fense Department  was  choosing  to  do  this  work  in-house,  the  most 
expensive  way,  rather  than  contracting  it  out. 

Our  first  panel  of  witnesses — and  as  I  call  them,  if  they  would 
come  forward — are  drawn  from  the  private  sector  printing  indus- 
try: Mr.  Lenauer,  Mr.  Cripps,  Mr.  Home,  and  Mr.  Gindlesperger.  If 
you  four  gentlemen  will  come  forward  and  take  seats  at  the  table. 

We  have  Representative  Shuster  here  this  morning  and  Repre- 
sentative Dunn,  who  would  like  to  make  statements.  I  don't  know 
which  one  has  the  most  seniority,  but  my  mother  would  tell  me  to 
have  Mrs.  Dunn  go  first. 

STATEMENT  OF  HON.  JENNIFER  B.  DUNN,  A  U.S. 
REPRESENTATIVE  FROM  THE  STATE  OF  WASHINGTON 

Ms.  Dunn.  She  certainly  does  not  have  the  most  seniority,  Mr. 
Chairman,  but  I  appreciate  this  opportunity  anyway  to  appear 
before  your  committee  so  that  I,  along  with  my  colleague,  Mr.  Shu- 
ster of  Pennsylvania,  might  introduce  one  of  the  foremost  experts 
on  the  Government  Printing  Office,  the  Defense  Printing  Service, 
and  America's  printing  industry.  Mr.  Bill  Gindlesperger  brings  to 
this  panel  over  25  years  of  printing  experience  that  I  think  will  be 
invaluable,  Mr.  Chairman,  as  you  consider  the  impact  that  the  De- 
fense Printing  Services  are  having  on  the  thousands  of  printers  in 
the  United  States. 

Bill's  briefing  convinced  me  that  the  DPS  impact  on  our  printers 
is  alone  sufficient  reason  to  cause  Congress  to  act.  But,  in  addition, 
the  Department  of  Defense  is  inappropriately  withholding  work 
that  is  causing  GPO  to  post  substantial  losses  that  Congress  will 
soon  be  forced  to  cover. 

As  the  ranking  member  of  the  House  subcommittee  that  must 
approve  certain  congressional  printing  resolutions,  it  is  apparent  to 


me  that  GPO  will  attempt  to  recoup  their  losses  by  increasing  the 
printing  prices  charged  to  Congress  and  other  Federal  Government 
entities.  In  my  view,  these  actions  taken  by  DPS  violate  the  spirit 
and  the  letter  of  the  law  as  found  in  Title  44  of  the  United  States 
Code. 

Finally,  Mr.  Chairman,  DPS  is  thwarting  the  will  of  Congress,  in- 
creasing the  printing  costs  incurred  by  Congress  and  the  Federal 
Government,  undermining  GPO,  the  Nation's  printer,  and  destroy- 
ing private  printers  around  the  country.  All  of  us  need  to  take 
heed  of  the  testimony  of  Mr.  Gindlesperger  and  this  panel. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Madam  Representative. 

Mr.  Shuster. 

STATEMENT  OF  HON.  BUD  SHUSTER,  A  U.S.  REPRESENTATIVE 
FROM  THE  COMMONWEALTH  OF  PENNSYLVANIA 

Mr.  Shuster.  Thank  you  very  much,  Mr.  Chairman.  I  certainly 
want  to  commend  you  for  holding  hearings  on  this  very  important 
topic.  The  Defense  Printing  Service,  DPS,  originally  was  estab- 
lished to  streamline  DOD's  printing  operations,  but  instead  it  has 
expanded  its  printing  operations  by  limiting  contracts  awarded  to 
the  private  sector  through  the  Government  Printing  Office.  At  the 
same  time,  DPS  has  proven  to  be  less  efficient  and  a  great  deal 
more  expensive  than  the  preferred  GPO  approach.  The  net  effect  of 
this  has  been  contraction  rather  than  growth  in  the  private-sector- 
oriented  GPO. 

Mr.  Chairman,  I  have  the  honor  also  of  joining  my  colleague 
here  in  introducing  one  of  the  foremost  experts  in  this  field,  Mr. 
Bill  Gindlesperger,  a  constituent  of  mine  whose  breadth  of  knowl- 
edge of  the  subject  has  singled  him  out  in  the  printing  industry.  He 
is  a  dedicated  leader,  the  president  of  ABC  Advisors,  whose  344  pri- 
vate sector  clients  have  been  adversely  affected  by  this  expansion 
of  the  Defense  Printing  Service. 

I  thank  the  chairman  and  certainly  this  whole  committee  for  al- 
lowing Mr.  Gindlesperger  and  the  printing  industry  this  opportuni- 
ty to  voice  their  concerns. 

Thank  you. 

The  Chairman.  I  certainly  appreciate  both  of  you  being  here  this 
morning  and  to  support  the  position  basically  I  have  taken  and  we 
are  trying  to  work  toward.  We  will  find  testimony  this  morning 
where,  instead  of  losing  $42  million,  they  have  saved  $20  million, 
and  now  they  are  only  losing  about  $22  million  or  $18  million  or 
whatever  it  is.  And  our  private  printers  are  having  difficulty,  and 
we  could  save  money  for  the  taxpayer.  I  think  it  is  a  proper  way  to 
do  it,  and  I  appreciate  the  support  of  both  you.  I  know  you  will 
watch  after  this  when  it  starts  through  the  House  committees,  and 
I  look  forward  to  working  with  you  to  prove  that  there  is  some  effi- 
ciency in  Congress.  We  are  going  to  make  our  best  effort  to  see 
that  it  comes  to  fruition. 

I  do  thank  both  of  you  this  morning. 

The  Chairman.  Our  first  witness  is  the  chief  executive  officer  of 
one  of  the  largest  private  sector  printers  for  the  Federal  Govern- 


ment,   Mr.   Don   Lenauer  of  Custom   Printing,   headquarters   in 
Owensville,  MO. 

Mr.  Lenauer,  if  I  have  pronounced  that  right,  I  am  getting  close. 
It  is  more  than  four  letters,  and  I  have  a  hard  time.  You  may  pro- 
ceed. 

STATEMENTS  OF  DON  LENAUER,  CHIEF  EXECUTIVE  OFFICER, 
CUSTOM  PRINTING  COMPANY,  OWENSVILLE,  MO;  RICHARD  E. 
CRIPPS,  PRESIDENT,  PROFESSIONAL  PRINTING  OF  KANSAS, 
EMPORIA,  KS;  NORMAN  HORNE,  VICE  PRESIDENT,  HARRING- 
TON BUSINESS  FORMS,  INC.,  ROCKY  MOUNT,  NC;  AND  WILLIAM 
A.  GINDLESPERGER,  PRESIDENT,  ABC  ADVISORS,  INC.,  CHAM- 
BERSBURG,  PA 

STATEMENT  OF  DON  LENAUER 

Mr.  Lenauer.  Chairman  Ford,  members  of  the  JCP,  I  am  the 
owner  and  CEO  of  Custom  Printing  Company.  My  company  has 
three  printing  plants  located  in  Missouri,  Maryland,  and  Texas.  We 
employ  approximately  630  people:  430  in  Missouri,  140  in  Mary- 
land, and  60  in  Texas. 

On  behalf  of  myself  and  my  employees  and  the  communities  in 
which  we  live,  I  would  like  to  thank  you  for  giving  me  the  opportu- 
nity to  make  this  presentation  to  you  concerning  the  adverse 
impact  brought  upon  us  by  the  reduction  in  Defense  Department 
printing  procured  through  the  Government  Printing  Office.  I  be- 
lieve that  this  reduction  is  due  in  part,  possibly  in  large  part,  to 
the  activities  of  the  Defense  Printing  Service  and  its  efforts  to 
bypass  and  circumvent  the  GPO  procurement  system. 

Custom  Printing  Company  has  been  in  business  for  31  years, 
growing  from  a  storefront  operation  with  4,000  square  feet  and  10 
employees  to  a  multi-State  operation  with  500,000  square  feet  and 
630  employees.  The  growth  of  our  company  is  due  primarily  to  our 
success  in  bidding  amidst  fierce  competition  for  Government  print- 
ing contracts  through  the  GPO,  as  well  as  the  commercial  market- 
place. Competition  has  always  been  fierce,  but  legitimate,  in  bid- 
ding for  GPO  work  since  there  are  numerous  suppliers  competing 
for  the  same  business.  The  ultimate  beneficiaries  of  this  competi- 
tion are  the  American  taxpayers.  While  we  have  been  successful  in 
bidding  against  legitimate  competition,  we  cannot  be  successful, 
nor  can  our  competitors,  against  illegitimate  competition  such  as 
the  Defense  Printing  Service.  The  playing  field  is  dramatically 
tilted  in  its  favor  with  funds  to  purchase  equipment  far  in  excess  of 
any  private  company  and  with  no  competitive  pricing  constraints. 

According  to  figures  provided  to  us,  as  well  as  our  own,  the  De- 
fense Department  printing  procured  through  the  GPO  in  the  first  6 
months  of  1993  has  declined  by  approximately  25  percent  from  the 
first  6  months  of  1992.  Is  it  merely  coincidence  that  this  has  oc- 
curred in  the  first  year  after  the  establishment  of  DPS?  By  its  own 
admission,  the  DPS  has  removed  work  from  the  competitive  bid 
process  through  the  GPO  because  it  was  "required  for  workload 
leveling"  at  the  DPS.  Should  this  be  allowed  when  private  compa- 
nies who  are  actively  engaged  in  the  competitive  bid  process  are 
experiencing  their  own  "workload  leveling"  problems? 


These  private  companies,  not  the  DPS  or  any  other  Government 
entity,  are  the  ones  responsible  for  saving  the  American  taxpayers 
millions  of  dollars  each  year  through  the  competitive  GPO  bid 
process.  Allowing  the  DPS  to  take  more  and  more  printing  out  of 
the  GPO  procurement  process  will  eventually  result  in  reduced 
competition  and  higher  prices  brought  about  by  the  demise  of 
printing  companies  due  to  the  unfair  advantage  of  the  DPS. 

Due  to  our  competitive  pricing,  Custom  Printing  Company  has 
become  one  of  the  largest  printing  suppliers  to  the  GPO  in  recent 
years.  Nevertheless,  we  have  just  experienced  our  worst  months  in 
10  years  for  sales  to  the  GPO.  This  is  directly  related  to  the  reduc- 
tion of  Department  of  Defense  printing  procured  through  the  GPO. 
Our  employees  in  all  three  plants  have  already  experienced  indefi- 
nite layoffs  and  reduced  work  weeks  due  to  this  reduction  in  work. 

It  is  ironic  that  in  March  of  this  year,  when  we  were  forced  to 
lay  some  employees  off  and  reduce  the  work  weeks  of  others,  the 
DPS  had  an  article  published  in  the  Pentagram  boasting  of  the 
bloated  size  of  the  DPS.  It  is  unbelievable  in  this  era  of  deficit  re- 
duction and  downsizing  of  the  military  that  the  DPS  would  boast  of 
its  367  worldwide  printing  plants  and  3,300  employees  when  main- 
taining the  "workload  level"  of  this  bloated  agency  requires  that 
printing  contracts  be  removed  from  the  competitive  bid  process  of 
the  GPO. 

If  the  DPS  is  allowed  to  continue  to  remove  printing  contracts 
from  the  competitive  bid  process  of  the  GPO,  it  will  result  in  long- 
term  adverse  effects,  not  only  on  printing  companies  such  as  ours, 
but  also  on  the  communities  in  which  we  are  located.  Our  largest 
plant  is  located  in  Owensville,  MO,  a  town  of  approximately  2,200 
people.  About  430  of  these  people  work  at  our  plant.  Any  adverse 
impact  on  our  sales  will  hurt  this  community,  which  has  already 
suffered  through  the  closings  of  two  large  shoe  manufacturers  in 
recent  years. 

In  closing,  I  ask  that  the  Joint  Committee  on  Printing  do  what- 
ever is  possible  to  stop  the  DPS  from  removing  more  work  from  the 
established,  successful  GPO  process.  It  is  in  the  best  interests  of  all 
Americans  that  the  integrity  of  the  printing  procurement  process 
through  the  GPO  be  maintained. 

On  behalf  of  myself,  my  employees,  and  the  communities  in 
which  we  live,  I  thank  you  again  for  giving  me  the  opportunity  to 
make  this  presentation. 

The  Chairman.  Thank  you  very  much  for  your  testimony. 

Our  next  witness  visited  the  President  at  the  White  House  sever- 
al months  ago.  He  and  his  wife  were  being  recognized  as  the  1993 
Kansas  Small  Business  People  of  the  Year. 

Mr.  Cripps,  would  you  proceed? 

STATEMENT  OF  RICHARD  E.  CRIPPS 

Mr.  Cripps.  My  name  is  Rick  Cripps,  and  I  am  the  president  of 
Professional  Printing  of  Kansas,  Inc.,  located  in  Emporia,  KS. 

In  1979,  my  wife  and  I  opened  a  small  print  shop.  Like  many 
business  owners,  we  were  unaware  that  we  were  dangerously  un- 
dercapitalized, that  competition  in  the  marketplace  was  vicious, 
and  that  our  chances  of  success  were  poor.  Luckily,  we  had  both 


been  raised  to  believe  that,  with  hard  work  and  persistence,  you 
can  accomplish  almost  anything. 

For  several  years,  my  wife  worked  at  a  full-time  job  during  the 
day  while  I  sold  printing.  At  night  we  worked  together  to  produce 
printing  orders.  However,  despite  our  best  efforts,  we  simply 
couldn't  find  a  large  enough  commercial  market  in  our  area  to 
allow  us  to  acquire  the  equipment  we  needed  to  be  efficient  and 
reach  what  we  thought  was  an  optimum  size. 

In  1983,  we  discovered  the  U.S.  Government  printing  market. 
The  GPO  offered  us  a  larger  market  that  would  justify  equipment 
and  staff  expansion  we  determined  was  necessary  in  order  to  keep 
our  business  alive.  In  return,  the  GPO  wanted  high-quality  prod- 
ucts, produced  at  often  unbelievably  low  cost,  delivered  on  tight 
schedules.  We  began  to  do  work  for  many  different  Federal  agen- 
cies through  the  GPO. 

At  times,  it  seemed  almost  incomprehensible  that  any  other 
printer  could  produce  the  work  for  less  than  we  could.  However,  we 
were  certainly  not  always  the  low  bidder,  and  each  time  we  did  not 
come  in  first  place,  we  analyzed  our  staffing,  equipment,  and  pro- 
duction methods  in  order  to  establish  the  most  efficient  operation 
possible. 

It  must  be  that  hard  work  and  persistence  still  do  pay  off  as  our 
business  has  grown  from  2  employees  to  its  current  level  of  55.  We 
now  occupy  a  27,000-square-foot  plant  as  opposed  to  the  one  room 
that  we  started  with.  Last  year,  we  produced  approximately  $4  mil- 
lion in  printed  products  for  the  GPO.  This  represented  90  percent 
of  our  total  volume. 

While  large  companies  have  been  scaling  back,  Professional 
Printing  and  other  small-  and  medium-size  businesses  have  been 
growing,  creating  new  and  stable  jobs.  My  wife  and  I  have  not  for- 
gotten the  hard  work  it  took  to  get  us  to  this  point,  but  we  also 
recognize  that  without  the  tremendous  efforts  of  our  employees,  we 
would  have  failed  years  ago.  We  have  rewarded  our  employees  with 
not  only  a  "small  family"  type  atmosphere  where  they  can  contin- 
ue to  work,  learn,  and  advance  their  skills  and  positions,  but  also 
with  a  secure  job  and  good  wages,  health  insurance,  and  other  ben- 
efits. 

During  our  growth  pattern  we  recognized,  as  I  am  sure  most 
committed  GPO  vendors  do,  that  we  were  relying  heavily,  if  not  to- 
tally, on  the  Government  printing  market.  With  the  commercial 
marketplace  not  offering  the  volume  we  needed,  diversification  was 
simply  not  an  option. 

We  were  not  alone  in  our  belief  that  as  long  as  we  continued  to 
offer  low  price,  quality,  and  timely  delivery,  there  would  always  be 
work  for  us.  The  U.S.  Small  Business  Administration  twice  re- 
viewed our  loans  and  business  plans  which  relied  totally  on  GPO 
volume  and  approved  substantial  loans  for  both  building  and  equip- 
ment acquisitions.  We  currently  have  large  outstanding  loans  guar- 
anteed by  the  SBA. 

Earlier  this  year  my  wife  and  I  were  very  pleased  to  realize  that 
someone  else  had  apparently  been  watching  Professional  Printing, 
when  we  were  awarded  the  State  Small  Business  Person  of  the 
Year  Award  by  the  SBA.  Our  company  and  employees  were  like- 
wise honored  in  1993  when  Professional  Printing  was  named  by  the 
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U.S.  Chamber  of  Commerce  to  receive  the  Blue  Chip  Enterprise 
Initiative  Award. 

Recognition  of  our  accomplishments  in  early  1993  caused  me  to 
temporarily  put  aside  fears  regarding  the  establishment  of  the  De- 
fense Printing  Services  and  their  expansion  of  in-house  production 
capabilities.  After  all,  the  SBA  had  given  us  two  loans,  recognized 
us  as  Small  Business  Persons  of  the  Year,  and  even  arranged  for  us 
to  meet  with  the  President  on  the  White  House  lawn.  Surely,  the 
Government  wouldn't  be  spending  taxpayers'  money  to  establish  or 
enhance  Defense  Printing  Service  facilities  to  take  our  work. 

My  concern  with  the  DPS  continued  to  lessen  when  I  saw  the 
study  that  the  GPO  and  DPS  had  produced  together,  indicating 
that  our  plant  and  others  in  the  private  sector  can  produce  the 
work  for  the  DOD  at  52  percent  less  than  DOD's  own  in-plant  fa- 
cilities. I  also  read  legislation  that  was  passed  for  fiscal  year  1993, 
and  while  I  am  not  a  lawyer,  it  certainly  seemed  to  me  that  the 
language  provided  that  DOD  would  be  procuring  their  printing  and 
duplicating  through  the  GPO.  I  relaxed  for  a  while  and  decided 
that  the  problem  was  just  a  temporary  one  and  waited  for  the  work 
to  start  to  flow  again.  But  it  didn't. 

I  now  know  that  instead  of  producing  70  percent  of  its  work 
through  the  GPO,  as  it  claimed  it  was  going  to  do,  DPS  is  produc- 
ing about  one-third  of  its  work  through  the  GPO.  The  rest  is  going 
in-house.  While  the  DPS  has  closed  some  of  its  plants,  it  has  en- 
larged others  and  added  expensive  equipment,  including  36  Docu- 
Tech  laser/electrostatic  printers. 

I  now  finally  understand  and  believe  that  our  tax  dollars  were 
spent  to  purchase  new  equipment  and  to  expand  in-house  capabili- 
ties despite  the  fact  that  I  can  produce  the  work  just  as  fast,  with 
equal  or  better  quality,  at  half  the  price.  I  do  not  know  why  this 
was  justified  by  the  DOD.  I  do  know  that  it  spells  disaster  for  our 
company  and  others  who  rely  on  DOD  and  GPO  work  to  keep  their 
plants  open. 

Our  situation  is  not  unique.  In  towns  like  Emporia  across  the 
country,  where  companies  like  mine  are  major  employers,  printers 
are  operating  at  3  to  5  percent  net  profit  at  the  end  of  the  year. 

Small-  and  medium-size  business  owners  cannot,  like  America's 
corporate  giants,  stand  to  take  losses  for  more  than  a  year.  The 
SBA  and  our  banks  won't  allow  it.  We  don't  have  reserves  suffi- 
cient to  carry  us  through  several  unprofitable  years.  Our  volume 
for  this  year  is  down  30  percent  compared  to  1992,  and  our  P&L's 
show  an  18.4  percent  loss  compared  to  a  4.9  percent  profit  in  1992. 

Reality  is  that  if  Government  ignores  all  of  the  reasons  why  they 
should  continue  to  contract  with  the  private  sector,  it  will  also  be 
ignoring  tens  of  thousands  of  employees  who  go  to  work  every  day 
to  produce  Government  printing  contracts  for  the  GPO. 

Although  I  am  concerned  for  myself  and  my  employees  and  our 
families,  I  am  also  concerned  for  those  thousands  of  other  business- 
es and  tens  of  thousands  of  employees  who  are  in  exactly  the  same 
position  we  are  in  at  Professional  Printing. 

I  have  heard  all  of  the  excuses  from  DPS.  I  have  heard  that  the 
commercial  market  can't  meet  their  needs.  I  know  this  to  be 
untrue,  as  there  is  substantial  over-capacity  available  in  our  area 
and  throughout  the  country  printing,  duplicating,  laser  imaging  or 


printing  on  demand,  and  every  other  conceivable  method  of  putting 
image  on  paper.  I  have  heard  that  DPS  is  saving  money.  I  know 
from  the  GPO/DPS  study  that  they  are,  in  fact,  not  saving  money, 
and  that  as  they  buy  more  expensive  equipment  to  replace  equip- 
ment that  was  paid  for  years  ago,  their  cost  will  go  up. 

The  bottom  line,  as  I  and  many  GPO  vendors  with  whom  I  have 
spoken  see  it,  is  that  the  DOD  has  determined  to  create  the  Gov- 
ernment's largest  printing  firm  and  really  doesn't  care  what  it 
costs. 

I  just  hope  they  are  willing  to  call  the  SBA  and  explain  why  Pro- 
fessional Printing  and  several  hundred  other  GPO  vendors  are  not 
able  to  make  their  loan  payments.  I  also  hope  the  DOD  will  be 
helpful  in  lobbying  to  extend  unemployment  benefits  as  the 
846,000-member  printing  workforce  begins  to  shrink  this  fall. 

I  ask  the  Joint  Committee  on  Printing  to  do  everything  possible 
to  see  that  the  letter  and  the  spirit  of  Title  44  is  enforced,  and  that 
all  of  the  DOD  printing  and  duplicating  that  is  efficiently  and  ef- 
fectively procurable  from  the  private  sector  is  ordered  to  be  pro- 
cured through  GPO  so  that  Professional  Printing  and  other  GPO 
vendors  can  continue  to  compete  to  provide  the  Government  with 
the  highest  quality  and  the  best  service  for  the  lowest  price  possi- 
ble. 

Thank  you. 

The  Chairman.  Thank  you  very  much.  That  was  a  very  thorough 
and  complete  statement.  I  appreciate  it. 

Several  years  ago,  the  Congress  mandated  a  small-business  set- 
aside  for  defense  procurement  so  minority  businesses  were  assured 
of  some  part  of  Federal  contracting.  Mr.  Norm  Home  of  Harring- 
ton Business  Forms,  Inc.,  Rocky  Mount,  NC,  represents  small  busi- 
nesses owned  and  mostly  operated  by  minorities,  and  we  are  de- 
lighted to  hear  from  Mr.  Home  at  this  time. 

You  may  proceed,  Mr.  Home. 

STATEMENT  OF  NORMAN  HORNE 

Mr.  Horne.  Mr.  Chairman,  members  of  the  committee,  I  am 
Norman  Horne,  vice  president  of  Harrington  Business  Forms,  Inc., 
of  Rocky  Mount,  NC.  I  wish  to  thank  you  for  allowing  me  the  op- 
portunity to  speak  to  you  on  the  behalf  of  Small  and  Disadvan- 
taged Business  (SDB)  vendors  doing  business  with  the  Government 
Printing  Office.  The  SDB  Set-Aside  program  at  the  GPO  includes 
only  Department  of  Defense  printing  contracts.  Because  of  this  pro- 
gram, many  businesses  have  emerged  to  serve  this  market  seg- 
ment. Some  have  prospered,  as  envisioned  by  the  program  visionar- 
ies, and  unfortunately,  many  have  failed. 

The  plight  of  the  SDB  is  rather  difficult  most  of  the  time.  Often 
we  feel  as  though  we  must  operate  with  our  hands  tied  behind  our 
backs.  Upon  learning  at  the  beginning  of  this  calendar  year  that 
the  DOD  total  printing  procurement  through  the  GPO  was  down 
significantly,  we  became  worried.  Then,  when  the  information 
became  available  to  compare  DOD's  SDB  procurement  against  the 
SDB  goal,  panic  set  in.  This  feeling  was  the  catalyst  for  the  forma- 
tion of  the  National  Association  of  Small  and  Disadvantaged  Busi- 
ness vendors  to  the  GPO.  We  corresponded  with  approximately  800 
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GPO  SDB's  during  this  period.  Ten  percent  of  these  mailings  were 
returned  to  us  as  undeliverable.  This  stack  of  undeliverable  letters 
reflect  vividly  the  impact  of  reduced  bid  opportunities  for  work 
through  the  GPO.  It  is  important  to  note  that  the  majority  of  the 
work  received  by  SDB's  comes  from  the  set-aside  category.  This 
fact  alone  reflects  how  critical  the  SDB  program  is  to  the  develop- 
ment of  these  small  businesses. 

The  plight  of  SDB's  is  similar  to  that  of  a  hurdler.  They  are  con- 
stantly confronted  with  barriers  that  they  have  to  leap  to  experi- 
ence a  modest  degree  of  success.  Examples  of  these  hurdles  are  as 
follows:  lack  of  equity  capital;  limited  access  to  the  commercial 
marketplace  because  of  increased  working  capital  requirements; 
and  lack  of  skilled  personnel — that  is,  attracting,  training,  and  re- 
taining personnel. 

So  when  the  entrepreneur  successfully  negotiates  these  hurdles, 
it  is  extremely  rewarding  to  provide  opportunities  for:  an  individ- 
ual to  go  to  college;  an  individual  to  get  off  the  welfare  rolls  to 
become  a  taxpaying  member  of  society;  the  chance  to  see  an  at-risk 
youngster's  eyes  light  up  when  told  that  he  too  could  one  day  be  a 
pressman;  a  prisoner  on  work  release  to  have  a  meaningful  chance 
to  readjust  to  society  with  a  possible  career;  a  recovering  drug 
addict  to  restore  his  or  her  self-worth. 

The  SDB  program  for  the  minority  community  has  a  multiplier 
effect  of  positive  outcomes  for  the  community  at  large.  Many 
people  and  businesses  benefit  substantially. 

Since  the  Defense  Department  is  the  only  Federal  agency  re- 
quired by  law  to  set  aside  work  for  SDB  vendors,  DOD's  reduced 
procurement  through  GPO  has  had  a  devastating  impact  on  the 
small  and  disadvantaged  business  community,  not  only  because  of 
the  lost  job  opportunities,  but  because  hope  is  being  taken  away 
from  the  historically  underutilized  segment  of  our  society.  Recent 
figures  indicate  that  only  50  percent  of  the  SDB  goal  will  be 
achieved  this  fiscal  year.  In  our  judgment,  this  is  tragic.  Through 
June  30,  1993,  only  43.2  percent  of  an  annual  goal  of  $9.13  million 
has  been  procured  from  SDB  vendors. 

Therefore,  Mr.  Chairman,  when  the  total  DOD  printing  procure- 
ment through  GPO  is  down  overall  and  when  only  50  percent  of 
the  SDB  goal  is  being  met,  one  must  ask — will  the  SDB  program 
survive?  In  addition  to  have  to  compete  with  established  multina- 
tional companies  in  the  commercial  marketplace,  will  we  now  have 
to  lose  work  to  Government-funded  DOD  printing  plants,  even 
though  we  could  produce  the  work  for  less?  Will  the  Government 
now  have  to  continue  to  spend  more  money  on  prisons,  welfare 
payments,  unemployment  benefits  and  so  forth?  While  there  are 
700  SDB  vendors  now,  it  is  a  safe  bet  that  another  100  of  us  will  be 
out  of  business  within  the  next  30  to  60  days  without  immediate 
action. 

At  a  recent  meeting  with  GPO  management,  we  were  assured 
that  problems  with  excessive  bid  declarations  which  prevent  SDB 
awards  and  other  program  shortcomings  would  be  reviewed  and 
changes  incorporated  to  try  to  better  meet  the  congressional  intent 
of  the  SDB  program.  These  changes  will  be  meaningless  if  DOD 
continues  to  move  work  in-house. 
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In  conclusion,  the  DOD  SDB  program  operated  through  the  GPO 
has  certainly  been  a  source  of  hope  for  many  entrepreneurs  and 
their  communities.  We,  the  members  of  the  National  Association  of 
Small  and  Disadvantaged  Business,  and  other  GPO  SDB  vendors, 
hope  that  this  committee  will  take  immediate  action  to  help  keep 
our  dreams  alive. 

Thank  you  for  the  opportunity  to  give  testimony. 

The  Chairman.  Mr.  Home,  I  hope  there  are  some  others  who  are 
listening. 

Mr.  Gindlesperger  of  Chambersburg,  PA,  runs  a  bid  service  tell- 
ing printers  across  the  country  what  Government  printing  con- 
tracts are  current.  He  had  two  very  strong  supporters  here  this 
morning. 

Bill,  we  appreciate  your  being  here,  and  we  appreciate  both  of 
them  coming.  If  you  would  proceed  now,  we  will  be  very  pleased  to 
take  your  testimony. 

STATEMENT  OF  WILLIAM  A.  GINDLESPERGER 

Mr.  Gindlesperger.  Thank  you,  Mr.  Chairman. 
My  name  is  William  A.  Gindlesperger.  In  1975,  I  formed  ABC 
Advisors,  Inc.,  a  consulting  firm  whose  specialty  is  providing  U.S. 
Government  Printing  Office  bid  opportunities,  background  informa- 
tion on  GPO  contracts,  and  advice  and  assistance  to  printing  and 
graphic  arts  firms  throughout  the  United  States. 

During  the  time  ABC  has  been  in  business,  I  have  spoken  to  lit- 
erally thousands  of  printers  throughout  the  country  regarding  the 
extent  of  their  reliance  on  U.S.  GPO  contracts.  Generally,  the  3,000 
active  GPO  vendors  fall  into  one  of  three  groups  based  upon  the 
percentage  of  their  plant  capacity  allocated  to  Government  con- 
tracts: 

First,  those  firms  who  do  almost  exclusively  Government 
contracts.  That  is  about  23  percent  of  GPO  vendors; 

Second,  plants  where  GPO  contracts  represent  25  percent  to 
50  percent  of  the  volume,  approximately  26  percent  of  GPO 
vendors; 

Finally,  plants  where  GPO  contracts  represent  25  percent  or 
less  of  the  total  volume,  approximately  51  percent  of  GPO  ven- 
dors. 
Across  the  three  groups,  one  fact  has  remained  constant  through- 
out all  my  years  of  experience:  If  the  printers  doing  GPO  work 
could  obtain  more  profitable  commercial  work  to  replace  the  lower 
contribution  GPO  volume,  they  would  do  so  instantly.  The  fact  is 
that  most  GPO  vendors  accept  GPO  contracts  with  demanding 
quality    requirements,    difficult    time    schedules,    and    the    lowest 
prices  in  the  printing  industry  in  order  to  keep  their  equipment 
and  employees  busy,  thus  keeping  their  plant  doors  open. 

No  one  has  or  could  argue  that  without  current  levels  of  GPO 
work  the  1,470  GPO  vendors  in  the  first  2  groups,  whose  volume 
consists  of  25  percent  to  100  percent  GPO,  would  dramatically 
reduce  staff  or  close,  causing  the  loss  of  thousands  of  jobs.  What 
may  be  less  obvious  is  that  those  1,530  firms  whose  volume  consists 
of  25  percent  or  less  GPO  will  likewise  be  laying  off  employees 
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and/or  filing  Chapter  11  bankruptcy  in  the  event  of  a  reduction  in 
GPO  volume. 

Printers  and  other  manufacturers  will  have  to  live  with  the  loss 
of  work  due  to  cutbacks  and  budgetary  restrictions,  but  they 
cannot  and  should  not  accept  the  loss  of  contracts  to  more  costly 
Government-owned  plants.  Expensive  Government  in-house  print- 
ing and  duplicating  plants  at  the  Department  of  Defense,  the  Gen- 
eral Services  Administration,  and  UNICOR,  which  is  Federal 
Prison  Industries,  are  all  expanding  production  capacity.  Due  to 
sheer  purchasing  volume,  GPO  vendors  are  most  concerned  with 
the  DOD. 

Defense  Printing  Services  has  estimated  their  total  volume  this 
year  will  reach  $380  million — down  from  the  $470  to  $490  million 
due  to  military  and  related  cutbacks.  This  fiscal  year  only  $140 
million  of  that  $380  million  is  being  sent  through  the  GPO.  That 
represents  about  half  of  the  outside  purchases  target  of  70  percent 
of  the  $380  million,  or  about  $270  million,  which  DPS  has  stated 
and  confirmed  as  its  goal.  Thus,  by  the  end  of  this  year,  only  half 
of  the  printing  and  duplicating  work  from  the  Department  of  De- 
fense which  should  have  gone  through  the  GPO  will  have  been 
awarded  to  the  private  sector. 

GPO  vendors  can  expect  to  see  some  15,000  fewer  DOD  jobs,  rep- 
resenting about  a  $40  million  reduction  this  year  alone.  Since  DOD 
volume  constitutes  about  one-third  of  all  GPO  contracts  produced 
by  the  private  sector,  these  reductions  are  more  than  sufficient  to 
cause  industry-wide  layoffs  and  plant  closings.  With  many  commer- 
cial printers  who  do  GPO  work  operating  at  a  3  percent  to  4  per- 
cent profit,  even  a  slight  reduction  in  volume  will  cause  them  to 
operate  in  the  red.  With  the  level  of  volume  reductions  we  are  talk- 
ing about  here,  the  results  will  be  devastating. 

In  fact,  the  problems  have  already  begun.  Of  the  350  clients  that 
I  work  with  on  a  regular  basis,  10  have  already  closed  their  doors. 
Although  this  may  seem  like  a  small  number  today,  many  others 
are  laying  off  employees.  A  full  one-third  have  indicated  to  me  that 
while  they  may  make  it  through  the  end  of  this  calendar  year,  they 
cannot  survive  1994. 

My  experience  with  other  GPO  vendors  throughout  the  country 
has  led  me  to  conclude  that  the  approximately  3,000  active  GPO 
vendors  are  no  different  than  the  350  with  whom  I  deal. 

Aside  from  the  devastating  effect  that  reduction  in  DOD  volume 
through  the  GPO  will  have  on  the  printing  industry,  I  believe 
there  are  4  other  factors  which  clearly  indicate  that  DOD  pur- 
chases of  printing  equipment,  high-speed  laser  printing  and  short- 
run  printing  equipment,  and  increasing  production  capacity  is  to- 
tally inappropriate: 

First,  a  joint  study  by  the  GPO  and  the  Defense  Printing 
Services  confirmed  that  the  GPO  can  procure  from  private 
sector  printers  almost  all  products  produced  by  the  DPS  in- 
plant  at  an  average  cost  savings  of  over  50  percent.  Why  then 
would  Congress  allow  taxpayer  money  to  be  wasted  when  we 
face  a  large  deficit  and  an  uncertain  economic  future? 

Second,  GPO  is  printer  for  the  Nation  and  Congress.  Improp- 
er DPS  removal  of  printing  and  what  DPS  calls  duplicating 
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from  the  GPO  has  caused  the  GPO  to  post  a  substantial  loss  so 
far  this  year.  That  loss  is  just  the  tip  of  the  iceberg.  Congress 
will  have  to  make  up  for  this  loss  in  order  to  have  its  printing 
done.  Why  would  anyone  allow  the  GPO,  which  was  estab- 
lished to  take  advantage  of  economy  of  scale  in  production  and 
procurement,  to  be  divided  into  2  less  efficient  entities:  the 
GPO  and  the  DPS? 

Third,  new  equipment  expenditures,  either  by  purchase  or 
lease,  will  not  be  recouped  by  production  savings  at  the  DOD. 
Even  if  industry  average  savings  were  projected,  it  would  take 
10  years  or  more  to  recover  the  capital  expenditure  for  new 
equipment,  during  which  time  DOD  print  buyers  will  continue 
to  pay  DPS  twice  the  market  price  for  their  printing.  More  im- 
portantly, with  massive  cutbacks  in  all  areas  of  Federal  spend- 
ing, especially  in  the  military,  why  would  the  Department  of 
Defense  spend  equipment  dollars  to  purchase  in  the  past  year 
36  high-speed  laser  printing  machines  called  DocuTechs  at 
more  than  $180,000  each,  when  more  than  adequate  capacities 
are  available  in  the  commercial  marketplace  to  produce  any 
needed  work  at  half  the  cost? 

Fourth,  the  GPO's  procurement  of  printing  and  what  DPS 
calls  duplicating  from  private  sector  companies  is  open  and  ex- 
tremely competitive.  Any  one  of  the  15,000  registered  GPO 
printing  companies  can  obtain  specifications  on  any  job 
throughout  the  country  and  place  a  bid.  Several  thousand  bids 
are  placed  with  the  GPO  each  and  every  workday,  resulting  in 
an  open  and  extremely  cost-effective  procurement  system. 

It  has  been  said  that  the  position  taken  by  GPO  vendors  and  in- 
dividuals like  myself  is  contrary  to  the  Department  of  Defense  goal 
to  establish  a  nationwide  and  worldwide  network  for  communicat- 
ing necessary  information.  Nothing  could  be  further  from  the 
truth.  We  fully  and  totally  recognize  the  need  for  communications 
in  the  modern  age.  Our  company,  and  most  of  our  clients,  utilize 
computer  networks,  modems,  scanned  digitized  images  and  other 
information  technologies  on  a  daily  basis.  We  applaud  the  military 
for  wanting  to  be  sophisticated  in  the  area  of  information  technolo- 
gy, but  we  are  concerned  about  costly  and  unnecessary  duplication 
of  readily  available  commercial  printing  and  duplicating  capacity. 
Limited  printing  facilities  within  DOD  may  need  to  exist  to  meet 
its  special  needs  for  secure  or  "secret"  materials  and  office  support. 
However,  in  most  cases,  once  there  is  a  need  to  reproduce  informa- 
tion on  paper,  that  task  should  be  left  to  the  private  sector,  which 
has  traditionally  shown  that  it  can  produce  images  on  paper  for 
the  various  agencies  of  the  Government  fast,  and  at  the  lowest  pos- 
sible cost,  while  maintaining  high-quality  standards.  Private  sector 
vendors  equipped  with  the  latest  in  printing  equipment,  laser  or 
variable  printers,  DocuTechs,  high-speed  copiers,  and  state-of-the- 
art  computer  and  electronic  equipment  stand  ready,  willing,  and 
able  to  continue  to  support  the  work  of  the  DOD  as  procured 
through  the  GPO. 

I  would  urge  the  committee  to  do  all  in  its  power  to: 

One,  review  all  DOD  plants  and  equipment,  only  authorizing 
such  plants  and  equipment  as  is  necessary  to  meet  DOD's  le- 
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gitimate  needs  for  in-house  facilities,  assuring  that  highest  per- 
centage of  printing,  duplicating,  and  variable  image  printing 
required  by  the  agency  is  obtained  through  the  GPO  procure- 
ment system,  in  the  most  effective  and  cost-efficient  manner. 

Two,  require  the  DOD  to  comply  with  the  requirements  of 
Title  44  and  cease  purchasing  any  printing,  so-called  duplicat- 
ing or  laser  printing  equipment,  or  expanding  facilities  without 
written  authorization  from  the  Joint  Committee  on  Printing. 

Three,  work  with  the  Defense  Appropriations  Committee:  to 
prevent  the  terrible  waste  of  funds  we  have  seen  in  the  last 
year  on  printing  costs  and  unnecessary  equipment,  to  close 
down  DPS  in-house  printing  plants  which  are  not  producing 
work  at  a  cost  equal  to  that  obtainable  through  the  GPO  from 
the  private  sector,  and  to  require  DOD  and  DPS  to  procure 
printing  and  duplicating  work  through  the  GPO,  in  order  to 
save  half  of  their  current  in-plant  costs. 

Now,  Mr.  Chairman,  I  have  several  other  comments  which  I 
would  like  to  address  which  are  not  part  of  my  prepared  testimony. 

First,  is  the  use  of  a  DocuTech  printing  or  duplicating?  I  would 
like  to  mention  this  to  you.  There  is  no  difference  between  printing 
and  duplicating.  Let  me  explain. 

Printing  was  first  accomplished  with  hand-carved,  movable  wood 
blocks  of  type.  Then  came  metal  type.  Some  of  us  grew  up  in  the 
printing  industry — and  I  am  one  of  them — by  having  to  set  type  by 
selecting  individual  letters  from  a  California  job  case.  But  printing 
technology  continued  to  develop.  There  were  hand-fed  letter  press- 
es, then  more  automated  letter  presses.  During  World  War  II, 
someone — and  I  believe  that  someone  is  located  in  Chambersburg, 
PA — worked  on  and  invented  an  offset  plate,  and  then  offset  print- 
ing was  born. 

This  offset  printing  process  no  longer  pressed  letters  against  a 
piece  of  paper,  as  in  the  old  letter  press  days,  but  now  used  a  metal 
plate  to  convey  an  image  on  to  a  rubber  cylinder  which  transferred 
that  image  to  the  piece  of  paper.  Printing  technology  continued  to 
develop  and  change.  Today  we  have  laser  printing,  ink  jet  spray 
printing,  flexographic  printing,  wet  and  dry  offset  printing,  electro- 
static printing,  copy  printing,  and  a  whole  new  era  of  printing  just 
around  the  corner  called  digitized  printing. 

Many  printers  have  a  variety  of  different  types  of  printing  equip- 
ment from  wet  offset  presses  to  screen  printing  presses,  to  Docu- 
Techs,  to  jet  ink  printers.  Each  of  these  pieces  of  equipment,  re- 
gardless of  the  technological  process,  is  used  for  printing.  The 
choice  of  manufacturing  process  by  the  printer  is  made  based  on 
quality  requirements  of  the  product  in  the  most  economical  method 
of  production.  All  of  these  printing  methods  have  one  thing  in 
common:  they  all  put  an  image  on  a  piece  of  paper  or  some  other 
substrate. 

Who  knows  what  tomorrow  will  bring?  It  would  be  foolhardy  to 
try  to  stop  the  printing  industry  from  moving  forward  into  the 
future.  Yet  nowhere  in  the  printing  industry  is  the  distinction 
made  between  printing  and  duplicating.  Printing  means  to  put  an 
image  on  paper  or  some  other  substrate.  Duplicating  means  to 
make  replicas.  Both  are  words  which  mean  making  more  than  one 
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image,  and  that  is  printing.  The  only  distinction  between  printing 
and  duplicating  came  when  DPS  decided  to  circumvent  Title  44  by 
calling  part  of  their  printing  "duplicating,"  which  they  presumed 
would  move  the  bulk  of  their  printing  work  out  of  the  scope  of 
Title  44.  Thus  far  it  has  worked  for  DPS. 

The  Acting  Director  of  DPS,  William  Porter,  said  DPS  does  $215 
million  in-house,  of  which  only  $58  million  is  printing.  I  do  not  un- 
derstand what  the  rest  is,  especially  since  it  is  produced  by  an  or- 
ganization called  Defense  Printing  Service.  It  is  all  printing  to 
DPS,  too,  except  when  they  use  it  to  circumvent  Title  44. 

There  is  one  other  thing  that  I  would  like  to  address  with  you 
sir,  and  that  is  how  many  private  sector  printing  industry  employ- 
ees are  actually  affected  by  DPS  moving  its  work  from  GPO  to  an 
in-house  operation.  I  have  been  asked  by  PI  A  to  introduce  for  the 
record  a  report  from  the  chief  economist,  their  chief  economist,  Mr. 
Ron  Davis.  I  have  that  report  here,  sir. 

The  Chairman.  It  will  be  included  in  the  record  as  if  given. 

[The  PIA  report  follows:] 

Printing  Industries  of  America, 
100  Daingerfield  Road,  Alexandria,  Virginia,  22314. 


Memo 

TO:  Alex  Graham 
FROM:  Ron  Davis 
SUBJECT:  Lost  GPO  contracts 
DATE:  June  28,  1993 

The  impacts  to  the  U.S.  Printing  Industry  from  $200  million  in  reduced  GPO  con- 
tracts are: 

2,100  less  printing  employees 
1,500  less  factory  employees 
$80  million  less  in  total  payroll 
$68  million  in  wages  and  salaries  lost 
$5.3  million  less  in  payroll  taxes 
$4.6  million  less  in  real  estate  taxes 
$4.7  million  less  in  corporate  profits 

$81.7  million  less  in  machinery  and  equipment  employed  these  numbers  are 
based  on  data  from  PIA  financial  ratios. 


Mr.  Gindlesperger.  In  summary  of  that  report,  I  would  like  to 
point  out  several  items.  First,  the  average  printing  industry  em- 
ployees produce  $50,000  to  $100,000  in  printing  volume  per  year. 
$50,000  to  $100,000.  Commercial  work  is  in  the  $75,000  to  $100,000 
range,  but  GPO  work  is  in  the  $50,000  range  due  to  fierce  open 
competition. 

Therefore,  each  $1  million  lost  in  the  private  sector  through  GPO 
procurement  to  DPS  in-house  activities  costs  the  private  sector  20 
jobs.  One  hundred  million  dollars  lost  costs  2,000  jobs,  but  it  is 
more  than  that.  Two  thousand  jobs  lost  from  one  large  national 
company  is  a  big  loss,  but  $100,000  lost  from  each  of  1,000  small 
companies  all  in  one  industry  causes  havoc.  Instead  of  each  of 
these  small  businesses  losing  2  employees,  as  Mr.  Davis  in  the 
report  points  out,  these  1,000  small  printing  companies  will  now 
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face  operating  losses  and  will  put  40,000  employees  at  risk  and  po- 
tentially out  of  work.  If  those  40,000  employees  no  longer  have  in- 
comes that  they  can  spend  in  their  communities,  how  many  others 
will  be  affected? 

Can't  these  1,000  small  printing  companies  just  go  out  and  get 
more  work?  Mr.  Davis  points  out  in  the  report  again  that  this  just 
is  not  possible  in  a  recessionary  time,  with  a  slow-growing  economy 
and  in  an  industry  with  excessive  over-capacity.  Today  the  typical 
sheet-fed  printer  teeters  at  the  edge  of  bankruptcy  with  only  39 
percent  of  their  capacity  being  utilized. 

As  GPO  work  dwindles  and  DPS  grows,  the  commercial  printing 
marketplace  becomes  increasingly  competitive,  which  forces  more 
and  more  companies  to  operate  at  lower  and  lower  margins.  The 
result  is  that  increasing  numbers  of  employees  are  being  put  at 
risk  unnecessarily. 

Thank  you. 

The  Chairman.  Thank  you  for  your  statement.  One  of  the  ques- 
tions I  had  here  was  how  much  has  employment  been  affected  and 
how  much  will  it  be  affected,  and  I  think  you  put  it  in  both  per- 
spectives: at  20  jobs  per  million,  and  so  if  you  lose  $20  million,  that 
is  2,000  jobs.  But  the  1,000  small  employers  out  there  that  lose  a 
small  bunch — and  we  look  at  Missouri,  a  town  of  2,200  with  over 
400  employees,  that  would  be  devastating  to  that  town  and  to  the 
area. 

I  don't  see  how  anyone  can  listen  to  the  testimony  of  the  variety 
that  we  have  at  this  table  today  without  agreeing  that  what  is 
being  done  here  is  wrong — wrong  from  saving  taxpayers  money, 
wrong  for  reducing  employment  all  across  the  country,  looking  at 
minority  business,  giving  them  the  chance  and  as  you  laid  it  out, 
how  significant  it  is  just  in  one  area.  If  we  cut  that  off  we  have  lost 
a  lot.  And  if  we  start  looking  at  you  that  way  under  this  procedure, 
we  start  looking  at  others  under  a  different  way. 

And  so,  I  really  don't  have  any  questions.  I  think  you  all  have 
laid  out  your  problem  here  very  distinctly,  succinctly,  that  we  have 
to  do  something  about  it.  Now,  I  am  very  pleased  to  have  your  tes- 
timony and  if  you  think  of  anything  else  that  you  feel  we  ought  to 
put  in  the  record  I  am  going  to  leave  the  record  open  for  at  least  a 
couple  of  weeks  so  that  something  that  you  might  think  of  that  you 
didn't  say  while  you  were  here  and  you  felt  that  you  wanted  to  get 
it  in  the  record  or  new  percentages  or  numbers  come  that  you  feel 
like  we  ought  to  have  in  the  record,  I  am  going  to  leave  it  open  for 
a  couple  weeks  and  let  each  of  you  or  your  colleagues  through  you, 
you  representing  your  small-business  people,  through  you  if  they 
want  to  make  a  statement,  I  will  be  more  than  pleased  to  put  it  in. 

I  have  a  challenge  here  and  I  intend  to  meet  that  challenge  and 
try  to  do  it  the  best  way  I  can.  Big  Brother  is  really  taking  care  of 
you,  isn't  he?  It  really  is. 

So,  since  everybody  is  over  trying  to  figure  out  how  to  cut  the 
budget,  how  to  reduce  the  cost  of  Government,  how  to  keep  the 
economy  straight  up  and  moving,  we  are  here  trying  to  say,  look, 
Government  is  taking  away  our  jobs,  our  lives,  and  we  can  do  it 
much  better,  or  equally  as  well  and  for  approximately  50  percent 
less.  That  sounds  like  an  awful  good  deal  to  me.  If  I  was  out  in  the 
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private  sector,  I  would  buy  into  that.  There  wouldn't  be  any  way  to 
keep  me  from  it. 

So,  unless  you  have  something  else,  I  thank  all  four  of  you  for 
being  here  today.  If  you  have  anything  else,  please  let  me  hear 
from  you. 

Wait  just  a  minute.  Before  you  go,  I  have  some  questions  here 
from  the  members.  Mr.  Roberts  has  a  question  Rick,  of  you.  Can 
you  identify  jobs  you  have  previously  done  that  are  now  being  done 
in-house  at  DPS? 

Mr.  Cripps.  Yes,  sir,  I  can.  I  have  several  examples  here.  Just 
two  or  three — there  are  hundreds  of  others  that  we  can  produce, 
but  this  is  just  a  couple  of  examples. 

The  Chairman.  All  right.  That  can  be  included  in  the  record 
where  we  can  see  it  and  understand  it. 

Mr.  Cripps.  Yes,  sir. 

The  Chairman.  That  is  fine.  That  will  satisfy  Mr.  Roberts.  He 
wanted  to  ask  you  that  question,  so  we  will  get  that  in  the  record.  I 
see  you  all  have  communicated. 

Mr.  Cripps.  Right. 

The  Chairman.  Good.  If  there  is  nothing  else,  that  is  the  only 
other  question  I  have  from  a  member  of  the  committee.  I  do  thank 
you  all  very  much,  and,  Rick,  we  will  want  that  for  the  record. 

Mr.  Cripps.  Yes. 

The  Chairman.  When  I  returned  to  the  chairmanship  of  this 
committee  in  February,  I  asked  some  specific  comparisons  of  the 
Defense  Printing  Service  charges  to  Government  Printing  Office 
prices.  I  was  not  looking  for  another  expensive,  year-long  examina- 
tion. I  asked  for  a  sampling  from  the  Washington  area.  The  Gener- 
al Accounting  Office  picked  these  samples.  The  inspector  general's 
office  at  the  Government  Printing  Office  compared  the  DPS  work 
orders  to  contracts  in  place  at  the  Government  Printing  Office. 
Then  the  General  Accounting  Office  went  back  to  the  Defense  De- 
partment to  clear  up  questions  about  each  job  and  establish  some 
of  the  accuracy  in  what  was  found. 

So  on  our  second  panel,  which  includes  Mr.  Lewis  Bud  Small,  In- 
spector General  of  the  Government  Printing  Office,  and  Donna 
Heivilin,  Director  of  Defense  Management  &  NASA  Issues  at  the 
General  Accounting  Office,  will  both  of  you  all  proceed  to  the  wit- 
ness stand? 

Mr.  Small,  if  you  will  proceed,  we  will  be  pleased  to  hear  your 
statement.  It  is  fairly  long.  If  you  want  to  submit  it  all  for  the 
record,  that  would  be  fine.  If  you  would  like  to  highlight  it,  or 
whatever  you  wish  to  do,  you  may  proceed,  Bud. 

STATEMENTS  OF  LEWIS  L.  SMALL,  INSPECTOR  GENERAL,  U.S. 
GOVERNMENT  PRINTING  OFFICE,  ACCOMPANIED  BY  ANDREW 
KILGORE;  AND  DONNA  HEIVILIN,  DIRECTOR,  DEFENSE  MAN- 
AGEMENT AND  NASA  ISSUES,  NATIONAL  SECURITY  AND  INTER- 
NATIONAL AFFAIRS  DIVISION,  U.S.  GENERAL  ACCOUNTING 
OFFICE,  ACCOMPANIED  BY  JAMES  R.  REIFSNYDER 


STATEMENT  OF  LEWIS  L.  SMALL 

Mr.  Small.  Thank  you,  Mr.  Chairman. 
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Good  morning,  Mr.  Chairman,  and  distinguished  members  of  the 
Joint  Committee  on  Printing.  My  name  is  Lewis  L.  Small,  and  I  am 
the  inspector  general  at  the  Government  Printing  Office. 

Mr.  Chairman,  I  would  like  to  submit  my  full  testimony  for  the 
record  and  summarize  its  contents  at  this  time. 

The  Chairman.  It  will  be  included  in  the  record  in  total  as  if 
given,  and  we  will  be  pleased  to  listen  to  your  summary. 

Mr.  Small.  Thank  you.  I  have  with  me  Mr.  Andrew  Kilgore,  who 
directs  all  of  the  audit  activities  in  the  Office  of  the  Inspector  Gen- 
eral at  the  Government  Printing  Office  to  my  left,  and  I  appreciate 
the  opportunity  to  appear  before  this  committee  and  report  the  re- 
sults of  two  recent  comparative  price  analyses  that  were  conducted 
by  the  Government  Printing  Office  Printing  Procurement  Depart- 
ment at  your  request. 

Both  of  these  price  analyses  compared  the  actual  price  of  sample 
jobs  done  in-house  by  the  Defense  Printing  Service  to  GPO's  esti- 
mated price  for  commercial  procurement  of  the  same  jobs.  The  259 
jobs  priced  by  GPO  in  the  first  sample  were  performed  by  the  De- 
fense Printing  Service  during  the  first  half  of  fiscal  year  1993,  and 
the  113  jobs  priced  by  GPO  in  the  second  sample  were  performed 
by  the  Defense  Printing  Service  primarily  during  the  second  half  of 
fiscal  year  1992. 

The  results  of  both  price  analyses  demonstrate  that  substantial 
savings  to  the  Government,  in  excess  of  50  percent,  could  have 
been  achieved  if  these  Department  of  Defense  printing  and  dupli- 
cating jobs  had  been  procured  through  GPO  commercial  contracts. 
Overall,  GPO  was  the  most  economical  source  for  92  percent  of  the 
sample  jobs  included  in  the  first  comparative  price  analysis  and  85 
percent  of  the  sample  jobs  included  in  the  second  price  analysis. 

For  the  1993  fiscal  year  sample,  the  General  Accounting  Office 
selected  351  printing  and  duplicating  jobs  from  8  Defense  Printing 
Service  facilities  in  the  greater  Washington,  DC,  metropolitan  area. 
At  the  outset,  92  jobs  were  discarded  for  the  following  reasons:  29 
because  there  were  no  existing  comparable  GPO  contracts  for  the 
requested  work;  24  because  the  detailed  job  specifications  could  not 
be  determined  from  the  DPS  job  order;  another  24  because  the 
dollar  value  of  the  job  was  less  than  $10;  12  were  neither  printing 
nor  duplicating  work;  and  3  lacked  the  Defense  Printing  Service 
price  on  the  job  order.  The  remaining  259  jobs  were  priced  by  the 
Printing  Procurement  Department  using  existing  commercial  con- 
tracts. 

The  GPO  estimated  commercial  price  includes  the  standard  6 
percent  GPO  surcharge,  but  did  not  include  the  DPS  1.83  percent 
procurement  surcharge. 

We  have  prepared  some  charts  for  the  committee's  use,  and  we 
will  leave  them  up  there  at  the  conclusion  of  my  statement. 

Andy,  if  you  would  point  out  something  here  to  make  this  easy 
for  everyone  to  understand.  Defense  Printing  Service  price  for  the 
259  sample  jobs  was  $193,407.  GPO's  estimate  commercial  price  for 
these  same  jobs  was  $74,446.  This  represents  a  savings  of  62  per- 
cent, or  $119,024. 

That  indicates  that  GPO  was  most  economical  for  145,  or  95  per- 
cent, of  153  printing  jobs,  and  for  93,  or  88  percent,  of  106  duplicat- 
ing jobs  in  the  same  sample. 


19 

The  Department  of  Defense  also  could  have  saved  51  cents  on  the 
dollar  through  GPO  commercial  procurement  of  a  second  cost  com- 
parison sample  consisting  of  113  Defense  Printing  Service  printing 
and  duplicating  jobs  drawn  primarily  from  fiscal  year  1992.  De- 
fense Printing  Service's  price  for  these  jobs  was  $80,061.  GPO  esti- 
mated that  it  could  have  procured  the  same  work  commercially  for 
$39,533,  $40,528  less  than  Defense  Printing  Service's  price. 

GPO  was  most  economical  for  18  of  19  printing  jobs  and  78  of  94 
duplicating  jobs  in  this  sample. 

Mr.  Chairman,  this  concludes  my  summary  statement.  I  thank 
you,  and  if  you  have  any  questions,  I  will  be  pleased  to  answer 
them. 

[The  prepared  statement  of  Mr.  Small  follows:] 

Prepared  Statement  of  Lewis  L.  Small 

Good  morning,  Mr.  Chairman,  Mr.  Vice  Chairman  and  other  distinguished  mem- 
bers of  the  Joint  Committee  on  Printing.  I  appreciate  the  opportunity  to  appear 
before  the  committee  and  report  the  results  of  two  recent  comparative  price  analy- 
ses conducted  by  the  Government  Printing  Office  (GPO),  for  samples  of  Department 
of  Defense  (DOD)  printing  and  duplicating  jobs. 

Both  price  analyses  compared  the  actual  price  of  sample  jobs  done  in-house  by  the 
Defense  Printing  Service  (DPS)  to  GPO's  estimated  price  for  commercial  procure- 
ment of  the  same  jobs.  The  259  jobs  priced  by  GPO  in  the  first  sample  were  per- 
formed by  DPS  during  the  first  half  of  fiscal  year  1993,  and  the  113  jobs  priced  by 
GPO  in  the  second  sample  were  performed  by  DPS  primarily  during  the  second  half 
of  fiscal  year  1992. 

The  results  of  the  2  price  analyses  demonstrate  that  substantial  savings  to  the 
Government,  in  excess  of  50  percent  for  both  samples,  could  have  been  achieved  if 
DOD  had  used  GPO's  program  of  competitively  awarded,  commercial  contracts  to 
acquire  this  printing  and  duplicating.  Overall,  GPO  was  the  most  economical  source 
for: 

92  percent  of  the  sample  jobs  included  in  the  first  comparative  price  anal- 
ysis for  fiscal  year  1993  (i.e.,  238  of  259  jobs);  and 

85  percent  of  the  sample  jobs  included  in  the  second  comparative  price 
analysis  for  fiscal  year  1992  (i.e.,  96  of  113  jobs). 

BACKGROUND 

The  two  comparative  price  analyses  were  performed  by  the  GPO,  Printing  Pro- 
curement Department  (PPD)  which  is  responsible  for  GPO's  Printing  Procurement 
Program.  This  program  acquires  over  $600  million  annually  in  printing  and  dupli- 
cating services  for  the  Federal  Government  through  a  nationwide  system  of  procure- 
ment offices.  The  Printing  Procurement  Program  is  supported  by  over  11,000  com- 
mercial printing  and  duplicating  contractors  interested  in  Federal  work. 

For  both  price  analyses,  PPD  used  actual  GPO  commercial  contracts  for  compara- 
ble work  to  estimate  the  prices  of  the  DPS  jobs  sampled.  Each  DPS  job  was  priced 
by  the  GPO  procurement  office  that  would  have  done  the  work  for  the  DOD  custom- 
er. The  first  sample  of  259  jobs  from  the  Washington,  DC,  metropolitan  area,  was 
priced  by  GPO's  Central  Procurement  Offices.  The  second  sample  of  113  jobs  consist- 
ed of  52  jobs  from  the  Washington,  DC,  metropolitan  area  priced  by  GPO's  Central 
Printing  Procurement  Offices,  and  61  regional  jobs  priced  by  GPO's  Regional  Print- 
ing Procurement  Offices.  GPO  also  added  its  6  percent  surcharge  to  the  estimated 
contract  price. 

At  the  request  of  the  Joint  Committee  on  Printing,  the  U.S.  General  Accounting 
Office  (GAO)  evaluated  the  methodology  used  by  PPD  to  price  the  first  sample  of 
DPS  jobs  selected  by  GAO  from  eight  DPS  locations.  A  GAO  official  is  present  today 
to  report  on  their  evaluation.  At  the  request  of  the  Acting  Public  Printer,  the  GPO, 
Office  of  Inspector  General  (OIG),  evaluated  the  pricing  methodology  used  by  PPD 
to  price  the  second  sample  of  DPS  jobs.  The  OIG  concluded  that  the  methodology 
was  reasonable.  The  OIG  also  assisted  PPD  by  preparing  spreadsheets  summarizing 
the  results  of  both  price  analyses. 
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RESULTS  IN  BRIEF 

The  results  of  the  comparative  price  analyses  performed  by  PPD  were  similar. 
Both  studies  demonstrated  that  substantial  savings  to  the  Government,  in  excess  of 
50  percent,  could  have  been  achieved  if  these  DOD  printing  and  duplicating  jobs  had 
been  procured  through  GPO  commercial  contracts. 

/.  Comparative  Price  Analysis  for  Fiscal  Year  1993 

GPO  was  the  most  economical  source  for  238  or  92  percent  of  the  259  sample  jobs 
included  in  the  comparative  price  analysis  for  fiscal  year  1993.  DPS's  total  price  for 
the  259  sample  jobs  was  $193,470.  In  comparison,  GPO's  estimated  commercial  price 
was  $74,446.  This  represents  a  savings  of  $119,024.  The  GPO  estimated  commercial 
price  includes  the  standard  6  percent  surcharge,  but  not  DPS's  1.83  percent  procure- 
ment surcharge.  For  the  259  sample  jobs,  the  DPS  surcharge  would  have  been 
$3,020.  GAO's  reported  potential  savings  may  be  slightly  less,  because  they  included 
the  DPS  surcharge  in  the  final  price  of  the  jobs  estimated  by  GPO. 

For  the  first  sample,  GAO  selected  351  printing  and  duplicating  jobs  from  8  DPS 
facilities  in  the  greater  Washington,  DC,  metropolitan  area.  At  the  outset,  92  jobs 
selected  were  discarded  for  various  reasons,  such  as:  (1)  no  existing,  recent,  compara- 
ble GPO  contract  (e.g.,  classified  duplicating  contract),  although  the  services  could 
have  been  commercially  procured;  (2)  ambiguous  or  inadequate  job  specifications  on 
the  DOD  job  requisition;  (3)  the  job  was  for  miscellaneous  nonprinting  and  nondupli- 
cating  services  (e.g.,  supplying  paper);  and  (4)  the  DPS  job  was  under  $10  in  cost 
(e.g.,  convenience  copying).  The  remaining  259  jobs  were  priced  by  PPD  using  exist- 
ing commercial  contracts. 

The  GPO,  OIG,  summarized  the  results  of  this  comparative  price  analysis  using 
spreadsheets,  and  facilitated  GAO's  independent  evaluation. 

After  classifying  each  job  as  either  printing  or  duplicating,  the  following  table 
summarizes  the  results  of  the  comparative  price  analysis  separately  for  the  153 
printing  jobs  and  106  duplicating  jobs. 

SAMPLE  JOBS 


Sample 
size 

DPS's 
actual 
price 

GPO's  price 
estimate 

Savings  estimate 

Type  of  DPS  job 

$ 

% 

Printing  jobs 

153 
106 

$175,691 
17,779 

$66,654 
7,792 

$109,037 
9,987 

62% 

Duplicating  jobs 

56% 

Total 

259 

$193,470 

$74,446 

$119,024 

62% 

The  table  shows  that  GPO  was  the  most  economical  source  for  145  or  95  percent 
of  the  153  printing  jobs,  and  for  93  or  88  percent  of  the  106  duplicating  jobs. 

The  average  turnaround  time  was  10  days  for  printing  jobs  and  7  days  for  dupli- 
cating jobs. 
//.  Comparative  Price  Analysis  for  Fiscal  Year  1992 

DOD  could  also  have  achieved  substantial  cost  savings  by  GPO  commercial  pro- 
curement of  a  sample  of  113  DPS  printing  and  duplicating  jobs  drawn  primarily 
from  fiscal  year  1992.  GPO  was  the  most  economical  source  for  96  or  85  percent  of 
the  113  sample  jobs  included  in  this  comparative  price  analysis.  GPO  was  more  eco- 
nomical than  DPS  for  18  of  19  printing  jobs,  and  78  of  94  duplicating  jobs  sampled. 

DOD  customers  could  have  saved  an  average  of  51  cents  on  the  dollar  ^  if  this 
second  sample  of  jobs  had  been  commercially  procured  through  GPO.  DPS's  price 
for  the  113  jobs  totaled  $80,061.  GPO  estimated  that  the  same  work  could  have  been 
commercially  procured  for  $39,533  or  $40,528  less  than  DPS's  price. 

After  classifying  each  job  as  either  printing  or  duplicating,  the  following  2  tables 
separately  summarize  the  results  for  the  19  printing  jobs  and  94  duplicating  jobs. 
The  tables  also  distinguish  between  the  jobs  priced  by  GPO's  Central  Procurement 
Offices  and  Regional  Procurement  Offices.  The  sample  was  comprised  of  52  central 
office  jobs  (i.e.,  46  percent)  and  61  regional  office  jobs  (i.e.,  54  percent). 
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PRINTING  JOBS 


Sample 
size 

DPS's 
actual 
price 

GPO's  price 
estimate 

Estimated  savings 

$ 

% 

Central  office 

11 
8 

$45,606 
15,067 

$21,044 
7,628 

$24,562 
7,439 

54% 

Regional  offices 

49% 

Totals 

19 

$60,673 

$28,672 

$32,001 

53% 

The  above  table  shows  that  GPO  could  have  saved  an  estimated  $32,001  or  53  per- 
cent of  DPS's  total  price  of  $60,673  for  the  19  printing  jobs  sampled. 

DUPLICATING  JOBS 


Sample 
size 

DPS's 
actual 
price 

GPO's  price 
estimate 

Estimated  savings 

$ 

% 

Central  office 

41 
53 

$8,887 
10,501 

$3,853 
7,009 

$5,034 
3,492 

57% 

Regional  offices 

33% 

Totals 

94 

$19,388 

$10,862 

$8,526 

44% 

The  above  table  shows  that  GPO  could  have  saved  an  estimated  $8,526  or  44  per- 
cent of  the  DPS's  price  of  $19,388  for  the  94  duplicating  jobs  sampled. 

A  total  of  3  (3.56  percent)  of  the  113  DPS  jobs  were  for  classified  work.  Also,  the 
average  DOD  customer  turnaround  time  for  the  sample  was  12  days  for  printing 
jobs  and  9  days  for  duplicating  jobs. 

I  would  also  like  to  state  that  while  the  results  of  the  price  analyses  favor  com- 
mercial procurement  through  GPO,  my  office  does  not  specifically  advocate  the  posi- 
tion of  any  party  to  this  matter.  As  Inspector  General,  I  am  required,  by  statute,  to 
be  independent  and  objective. 

However,  the  GPO  Inspector  General  Act  of  1988  also  requires  me  to  promote 
economy  in  Government  operations  and  report  related  deficiencies  to  the  Congress. 
In  this  regard,  within  the  limits  of  my  authority,  I  have  done  my  best  to  fulfill  my 
duty  to  Congress  today  by  briefing  this  committee  on  the  results  of  these  two  GPO 
price  analyses.  While  I  am  considering  referring  this  matter  of  economy  to  the  In- 
spector General  at  DOD  for  consideration,  I  believe  at  this  time,  the  current  GAO 
review  and  this  committee's  oversight  activities  will  ensure  that  the  interests  of  the 
American  taxpayer  are  protected. 

Mr.  Chairman,  this  concludes  my  prepared  statement,  thank  you.  If  you,  the  Vice 
Chairman  or  any  other  members  of  the  committee  have  any  questions,  I  will  be 
pleased  to  answer  them. 
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POTENTIAL  COST  SAVINGS 

FROM  GPO  COMMERCIAL  PROCUREMENT 

OF  DPS  PRINTING  &  DUPLICATING  JOB  SAMPLE- FY 93 


DPS  Price 
$193,470 


Potential  Cost  Savings 


106 

Duplicating 

Jobs 
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POTENTIAL  COST  SAVINGS 

FROM  GPO  COMMERCIAL  PROCUREMENT 

OF  DPS  PRINTING  &  DUPLICATING  JOB  SAMPLE 


100  — 


Potential  Cost  Savings 

GPO  Estimated  Commercial  Price 


113 

52 

Total 

Central  Office 

Jobs 

Jobs 

61 

Regional  Office 

Jobs 
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POTENTIAL  COST  SAVINGS 

FROM  GPO  COMMERCIAL  PROCUREMENT 

OF  DPS  PRINTING  JOB  SAMPLE 


70  — 


Potential  Cost  Savings 

GPO  Estimated  Commercial  Price 


19 

11 

8 

Total 

Central  Office 

Regional  Office 

Printing  Jobs 

Printing  Jobs 

Printing  Jobs 
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POTENTIAL  COST  SAVINGS 

FROM  GPO  COMMERCIAL  PROCUREMENT 

OF  DPS  DUPLICATING  JOB  SAMPLE 


DPS  Price 
$19,388 


2      m- 


94 

41 

53 

Total 

Central  Office 

Regional  Office 

Duplicating  Jobs 

Duplicating  Jobs 

Duplicating  Jobs 
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The  Chairman.  Ms.  Heivilin,  if  you  want  to  proceed? 

STATEMENT  OF  DONNA  M.  HEIVILIN 

Ms.  Heivilin.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  discuss  our  work  here  with  you  today  on  the  printing  op- 
erations of  the  Department  of  Defense.  With  me  on  my  right  is  Jim 
Reifsnyder,  who  was  the  evaluator  in  charge  of  the  work  we  are 
going  to  be  discussing  today. 

Our  testimony  focuses  mainly  today  on  the  limited  price  compar- 
ison between  printing  and  duplicating  jobs  completed  in  the  DOD 
printing  facilities  and  the  likely  price  for  the  same  work  if  done 
commercially  through  the  Government  Printing  Office  contracts. 
Also,  I  will  give  you  our  preliminary  observations  on  DOD's 
progress  in  consolidating  its  printing  operations,  DOD's  adherence 
to  congressional  direction  concerning  its  printing  operations,  and 
DOD's  acquisition  of  printing  services  for  its  JCALS  program.  That 
is  its  Joint  Computer-Aided  Acquisition  and  Logistics  Support  pro- 
gram. 

I  would  like  to  summarize  my  statement  and  provide  the  full 
statement  for  the  record. 

The  Chairman.  Your  full  statement  will  be  included  in  the 
record  as  if  given.  We  look  forward  to  your  summary. 

Ms.  Heivilin.  Thank  you,  Mr.  Chairman. 

The  price  comparison  that  I  am  here  to  discuss  today  with  you 
was  conducted  on  259  of  DOD's  printing  and  duplicating  orders 
that  we  selected  from  the  period  of  October  1992  through  March 
1993.  We  selected  the  orders  from  logs,  when  available,  of  eight  of 
DOD's  printing  facilities  in  the  Washington,  DC,  area.  The  tables 
showing  the  results  of  this  comparison  are  in  my  full  testimony 
and  are  on  pages  6,  7,  and  8  of  that  testimony. 

I  would  like  to  note  that,  in  obtaining  a  sample,  we  originally  se- 
lected an  additional  92  orders  which  were  discarded  by  GPO  for  a 
variety  of  reasons.  Mr.  Small  described  them  here  at  the  table.  We 
reviewed  the  discarded  orders  to  ensure  that  it  was  reasonable  to 
discard  them.  I  would  like  to  point  out  that  in  selecting  samples, 
whether  they  are  random  or  judgmental,  it  is  common  to  select  a 
larger  number  than  you  are  going  to  analyze  because  some  are 
going  to  have  to  be  discarded  for  a  variety  of  these  reasons,  such  as 
the  ones  that  happened  in  this  selection. 

In  selecting  these  jobs,  we  deliberately  chose  a  mix  of  printing 
and  duplicating  orders  and  high  and  low  volume  dollar  orders. 
DOD's  price  for  the  sample  of  the  259  orders  in  the  sample  was 
$193,470.  When  GPO  priced  this  work  using  their  existing  contracts 
with  commercial  firms,  their  price  was  60  percent  less. 

We  reviewed  GPO's  analysis.  We  ran  a  number  of  checks  on  the 
work  to  assure  ourselves  of  the  fairness  of  their  price  comparisons, 
and  GPO  made  some  adjustments  as  a  result  of  our  verification 
process.  The  GPO  prices  showed  that  85  percent  of  these  orders 
could  have  been  procured  more  economically  through  GPO's  con- 
tracts. 

Most  of  the  savings  were  from  printing,  not  from  duplicating 
jobs.  Actually  one  would  expect  this  because,  by  definition,  the 
printing  jobs  are  typically  the  larger  jobs.  And,  in  fact,  it  is  impor- 
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tant  to  note  that  we  reclassified  40  of  the  jobs  in  our  sample  from 
duplicating  to  printing  because  of  their  size. 

DOD's  printing  officials,  when  we  asked  them  about  that,  told  us 
that  their  accounting  system  doesn't  separate  their  high-volume 
duplicating  orders  from  other  duplicating  orders.  The  potential  sav- 
ings from  the  printing  orders  in  the  sample  averaged  61  percent; 
for  the  duplicating  orders,  it  averaged  50  percent. 

We  are  generally  satisfied  with  the  reasonableness  of  the  meth- 
odology used  by  GPO  in  the  price  analysis  and  the  resulting  esti- 
mated prices.  A  number  of  such  price  comparison  studies  have 
been  done  in  the  past,  and  I  am  sure  that  you  have  been  involved 
in  many  of  them  or  all  of  them.  Each  of  them  have  had  some  limi- 
tations. However,  virtually  all  of  the  studies  have  strongly  indicat- 
ed that  printing  work  contracted  to  the  private  sector  and,  to  a 
lesser  extent,  duplicating  work  was  less  expensive  than  doing  the 
work  in-house. 

Although  the  results  of  the  current  price  comparison  are  not  pro- 
jectable,  we  believe  that  the  magnitude  of  the  estimated  savings  in 
the  current  and  past  comparisons  provides  strong  indications  that 
savings  can  be  achieved  through  greater  use  of  commercial  sources. 

DOD  officials  say  that  70  percent  of  the  printing  work  is  being 
sent  to  GPO  now.  Because  their  accounting  system  doesn't  count 
their  high-volume  duplicating  orders  as  printing,  we  believe  this  is 
overstated.  But  we  don't  know  the  extent  of  the  overstatement. 
DOD  generally  agrees  that  substantial  savings  can  be  achieved  in 
the  printing  area  but  does  not  believe  that  the  duplicating  work 
would  be  economical  if  procured  through  GPO.  They  point  out,  and 
we  agree,  that  the  price  comparison  sample  that  we  are  discussing 
today  is  not  projectable  to  the  nationwide  workload. 

With  respect  to  the  DOD  printing  consolidations  which  took 
place  in  April  1992,  last  year,  DOD  has  continued  to  downsize. 
However,  with  the  downsizing  and  in  the  military  overall,  there 
has  been  a  sharp  decline  in  printing  demand  and  an  associated  de- 
cline in  revenue.  DPS  has  excess  plant  and  equipment  and  people 
and  has  not  been  able  to  downsize  fast  enough  to  keep  up  with  the 
decrease  of  their  workload. 

Out  of  the  350  plants,  they  have  closed  or  downsized  19  printing 
plants  and  22  reprographic  facilities.  They  have  also  reduced  their 
staff  by  about  one-fourth. 

As  of  May  31,  1993,  the  DPS  fiscal  year  costs  exceeded  their  reve- 
nues by  about  $18  million.  They  believe  that  their  recent  personnel 
reductions  will  help  this  situation,  but  in  our  review,  we  found  that 
DOD  has  made  no  determination  of  the  core  capacity  that  it  needs 
to  handle  its  quick  turnaround  and  sensitive  requirements.  There- 
fore, they  do  not  have  a  well-defined  target  size. 

Also,  we  found  that  DOD  has  not  followed  the  directions  in  the 
conference  report  accompanying  the  1993  Appropriations  Act.  Most 
notably,  they  were  to  maximize  the  direct  transmittal  of  printing 
and  duplicating  work  from  the  military  services  to  GPO.  DOD's 
stated  policy  requires  that  DOD  components  channel  their  work 
through  DPS.  Accordingly,  the  DOD  policy  is  that  DPS  is  to  decide 
whether  work  is  retained  in-house  or  is  sent  to  GPO. 

The  last  area  I  would  like  to  address  is  DOD's  JCALS  program. 
You  asked  us  to  look  at  JCALS,  contract  modifications  requiring 
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design  and  implementation  of  certain  technical  capabilities,  and  de- 
termine if  they  violate  current  law.  We  have  not  completed  our 
work  in  this  area,  but  based  on  our  work  to  date,  we  understand 
that  the  contract  modifications  to  the  JCALS  contract  require  that 
the  contractor  design  and  implement  a  system  that  will  enable 
DOD  to  develop  reproducible  masters  of  technical  manuals. 

We  have  posed  certain  questions  to  the  Department  on  issues  re- 
lated to  this  contract  and  this  contract  modification,  and  we  have 
not  yet  received  their  answers.  We  will  continue  our  work  on  the 
area  and  provide  you  a  written  opinion  when  we  have  completed 
our  review. 

Mr.  Chairman,  that  concludes  my  summary.  I  will  be  happy  to 
take  any  questions  you  might  have. 

[The  prepared  statement  of  Ms.  Heivilin  follows:] 

Prepared  Statement  of  Donna  M.  Heivilin 

Mr.  Chairman  and  members  of  the  committee,  we  appreciate  the  opportunity  to 
discuss  today  our  work  on  the  printing  operations  of  the  Department  of  Defense 
(DOD).  Our  testimony  focuses  primarily  on  a  limited  price  comparison  of  printing 
and  duplicatiang  jobs  completed  in  DOD  facilities,  as  compared  with  the  expected 
price  for  the  same  work  commercially  procured  through  the  Government  Printing 
Office  (GPO).1  We  also  will  provide  our  preliminary  observations  on  (1)  the  progress 
DOD  has  made  in  consolidating  its  printing  related  operations,  (2)  DOD's  adherence 
to  congressional  direction  concerning  its  printing  and  duplicating  operations,  and  (3) 
DOD  acquisition  of  printing  services  under  its  Joint  Computer-Aided  Acquisition 
and  Logistics  Support  (JCALS)  program. 

BACKGROUND 

In  November  1990,  the  Deputy  Secretary  of  Defense  approved  Defense  Manage- 
ment Report  Decision  998  that  called  for  the  consolidation  of  all  DOD  printing  and 
duplicating  services  under  a  single  manager.  By  consolidating  these  services,  DOD 
expected  to  save  about  $13.7  million  in  1993  and  about  $30  million  annually  begin- 
ning in  1994.  Although  the  consolidation  was  originally  expected  to  take  effect  in 
October  1991,  it  did  not  occur  until  April  1992  when  the  Defense  Printing  Service 
(DPS)  was  established  as  the  single  manager.  Savings  attributable  to  the  consolida- 
tion have  been  difficult  to  identify.  However,  in  the  general  downsizing  of  DOD, 
workloads  are  coming  down,  and  resources  (personnel,  equipment,  and  facilities)  are 
being  reduced.  In  terms  of  the  overall  fiscal  year  1993  DPS  workload,  DPS  officials 
told  us  they  expect  to  send  about  $150  million  to  GPO  and  retain  about  $213  million 
for  in-house  production. 

We  issued  two  reports  and  provided  testimony  on  two  occasions  regarding  DOD's 
plans  to  consolidate  its  printing  operations  under  DPS.2  During  those  reviews  we 
raised  a  number  of  questions  about  the  consolidation  and  expected  costs  and  sav- 
ings, particularly  the  validity  of  the  assumptions  underlying  the  expected  annual 
savings.  Our  current  review  builds  on  that  work,  and  we  are  continuing  to  examine 
the  consolidation  initiative  as  it  progresses. 

Scope,  Methodology  and  Limitations  of  Comparative  Price  Analysis 

The  price  analysis  was  performed  by  GPO  using  259  DOD  printing  and  duplicat- 
ing orders  that  we  selected  from  the  October  1992  through  March  1993  time  period. 
The  orders  were  selected  on  a  judgmental  basis  from  eight  Defense  printing  facili- 
ties in  the  Washington,  DC,  area.  In  selecting  the  orders,  we  used  logs,  where  avail- 


1  "Printing,"  as  defined  in  this  analysis,  includes  work  that  (1)  is  completed  on  traditional 
printing  equipment  (such  as,  offset  presses)  or  (2)  exceeds  the  maximum  limitations  of  5,000  of  a 
single  page  or  25,000  pages  in  aggregate  for  any  one  job,  regardless  of  the  type  of  equipment 
used  to  produce  the  work.  "Duplicating"  is  work  that  is  completed  on  duplicating  equipment 
and  is  less  than  the  5,000/25,000  page  criteria  spelled  out  in  the  Joint  Committee  on  Printing's 
Government  Printing  and  Binding  Regulations. 

2  Defense  Management:  DOD's  Plans  to  Consolidate  Printing  (GAO/NSIAD-91-268,  Aug.  1, 
1991),  Defense  Management:  DOD's  Estimated  Savings  for  Printing  Consolidation  (GAO/NSIAD- 
92-66,  Dec.  31,  1991),  DOD's  Plans  to  Consolidate  Printing  (GAO/T-NSIAD-91-54,  Sept.  24, 
1991),  and  Defense  Management:  Consolidation  of  Printing  (GAO/T-NSIAD-92-48,  Aug.  4,  1992). 
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able,  to  obtain  a  mix  of  low  to  high  dollar  value  printing  and  duplicating  requisi- 
tions. The  orders  totaled  $193,470  for  the  6  month  period  and  represented  about  2.9 
percent  of  the  dollar  volume  for  all  work  in  those  facilities  during  that  period;  about 
1.4  percent  of  the  volume  for  all  Washington,  DC,  area  facilities;  and  about  0.2  per- 
cent for  DPS  facilities  nationwide.  GPO  used  the  printing  specifications  from  these 
completed  orders  to  estimate  the  price  to  contract  out  the  same  work  with  private 
firms,  using  existing  contracts  for  printing  and  duplicating  services.  The  GPO  In- 
spector General's  office  assisted  in  the  compilation  of  the  price  comparison  data. 

We  reviewed  the  results  of  the  analysis,  the  computations  and  the  methodology 
employed,  including  the  comparability  of  the  quality  level,  turnaround  time  and  cat- 
egorization of  the  orders.  Because  it  is  not  a  statistical  sample,  it  is  not  necessarily 
representative  of  DOD's  nationwide  printing  workload  and  the  results  cannot  be  sta- 
tistically projected.  We  recognize  that  a  price  analysis  of  this  nature  may  be  subject 
to  debate  and  that  potential  savings  can  vary  depending  on  assumptions  made  and 
contracts  used  to  price  out  the  work.  Accordingly,  we  performed  a  number  of  verifi- 
cation tasks  to  help  assure  ourselves  that  the  price  analysis  was  fair  and  reasonable, 
given  time  and  other  constraints  associated  with  performing  the  analysis. 

Results  in  Brief 

The  GPO  price  comparison  shows  that  DOD  could  have  achieved  substantial  sav- 
ings if  it  had  commercially  procured  the  printing  and  duplicating  work  in  the 
sample  through  GPO  rather  than  perform  the  work  in  DOD  facilities.  The  compari- 
son shows  that  219,  or  85  percent  of  the  259  orders,  could  have  been  more  economi- 
cally procured  through  GPO.  DOD  could  have  saved  about  $116,000,  or  60  percent  of 
the  $193,470  spent  to  complete  the  sample  orders  in-house.  Most  of  the  savings  were 
attributable  to  printing  rather  than  duplicating  orders.  While  the  potential  savings 
averaged  about  61  percent  for  printing  orders  and  about  50  percent  for  duplicating 
orders,  the  savings  attributable  to  printing  were  about  $107,000  while  the  savings  in 
duplicating  were  about  $8,900.  We  found  that  the  sample  included  40  high  volume 
duplicating  orders  that  we  reclassified  as  printing  orders  in  accordance  with  the 
Joint  Committee  on  Printing's  regulations.  DPS  officials  explained  that  their  ac- 
counting system  does  not  separate  high  volume  duplicating  orders  from  other  dupli- 
cating orders. 

We  are  generally  satisfied  with  the  reasonableness  of  the  methodology  and  pricing 
used  by  GPO  in  the  price  analysis.  In  addition,  a  number  of  price  comparison  stud- 
ies have  been  done  in  the  past,  each  with  some  degree  of  limitations.  However,  vir- 
tually all  of  these  past  studies  have  strongly  indicated  that  commercially  procured 
printing  and,  to  a  lesser  extent,  duplicating  work  was  less  expensive  than  doing  the 
work  in-house.  Although  the  results  of  the  current  price  comparison  are  not  project- 
able,  we  believe  the  magnitude  of  the  estimated  savings  in  the  current  and  past 
comparisons  provide  strong  indications  that  savings  can  be  achieved  by  making 
greater  use  of  commercial  sources. 

DOD  officials  claim  that  70  percent  of  their  printing  is  being  sent  to  GPO.  Be- 
cause their  accounting  system  does  not  classify  high  volume  duplicating  orders 
(those  orders  exceeding  the  5,000/25,000  page  threshold)  as  printing,  we  believe  this 
is  an  overstatement.  However,  we  do  not  know  the  extent  of  this  overstatement. 

DPS  officials  have  raised  concerns  over  the  fairness  of  the  price  analysis  and  the 
accuracy  of  the  results.  While  they  generally  acknowledge  that  substantial  savings 
can  be  achieved  on  printing  orders,  they  generally  disagree  that  duplicating  work 
can  be  accomplished  more  economically  through  GPO.  They  point  out  and  we  agree 
that  the  sample  is  not  representative  of  DOD's  nationwide  workload. 

Regarding  our  other  ongoing  work,  we  have  several  preliminary  observations 
which  I  would  like  to  address  at  this  time. 

With  respect  to  the  consolidation  of  DOD  printing,  DPS  has  continued  to  downsize 
its  operations  since  the  consolidation  took  effect  in  April  1992.  However,  because  of 
the  sharp  decline  in  printing  demand  and  an  associated  decrease  in  revenue,  DPS 
has  excess  capacity  and  has  been  unable  to  downsize  quickly  enough  to  avoid  oper- 
ating at  a  loss.  As  of  May  31,  1993,  fiscal  year  costs  had  exceeded  revenues  by  about 
$18  million.  DPS  officials  believe  that  recent  personnel  reductions  will  help  in  im- 
proving this  situation,  but  our  review  found  that  DOD  has  made  no  determination 
of  the  core  capacity  it  needs  to  handle  its  quick  turnaround  and  sensitive  require- 
ments. 

In  its  consolidation  actions,  DOD  has  not  followed  the  direction  referred  to  in  the 
conference  report  accompanying  the  DOD  fiscal  year  1993  Appropriations  Act.  Most 
notably,  in  our  opinion,  DOD  has  not  followed  committee  report  language  directing 
DOD  to  maximize  the  direct  transmittal  of  printing  and  duplicating  work  from  the 
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military  services  to  GPO.  DOD's  stated  policy  requires  that  the  services  and  other 
DOD  components  channel  their  printing  and  publishing  work  through  DPS. 

With  respect  to  the  DOD's  JCALS  program,  the  committee  asked  that  our  office 
review  DOD  compliance  with  current  law.  Based  on  an  ongoing  review  of  contract 
documents  available  to  us,  we  understand  that  the  Department  has  modified  the 
JCALS  contract  to  require  the  contractor  to  design  and  implement  a  system  that 
will  enable  DOD  to  develop  technical  mutual  "reproducible  masters."  If  the  produc- 
tion of  "reproducible  masters"  involves  the  procurement  of  printing  as  defined  by 
law,  the  JCALS  contract  modifications  would  be  inconsistent  with  Section  207  of  the 
Legislative  Branch  Appropriations  Act,  1993.  We  have  not  yet  received  the  Depart- 
ment's written  response  concerning  questions  we  posed  regarding  these  issues.  We 
will  in  any  case  continue  our  work  on  these  issues  and  provide  the  committee  with 
a  written  opinion. 

Price  Analysis  Results  Favor  Commercial  Contracting  Through  GPO 

The  price  analysis  performed  by  GPO  shows  that  for  the  sample  of  259  DPS  print- 
ing and  duplicating  orders  we  selected,  DOD  had  the  opportunity  to  save  about 
$116,000,  or  60  percent,  of  the  $193,470  spent  to  perform  this  work  in  DPS  facilities. 
About  $107,000,  or  92  percent,  of  the  savings  was  attributable  to  printing  rather 
than  duplicating  orders.  We  reclassified  40  of  DOD's  high  volume  duplicating  orders 
as  printing  orders  in  accordance  with  the  Joint  Committee  on  Printing's  definition 
of  printing.  Overall,  it  would  have  been  more  economical  to  commercially  contract 
for  219  of  the  259  jobs  in  the  subject  sample.  Most  jobs  that  were  less  costly  to  com- 
plete in  DPS  facilities  were  low  volume  jobs,  less  than  $40  in  price. 

Table  1  provides  a  summary  of  the  price  analysis  results.  Table  2  provides  addi- 
tional detail  for  the  printing  orders  at  each  of  the  DPS  facilities  in  the  sample. 
Table  3  provides  similar  detail  for  the  duplicating  orders  at  those  same  facilities. 

TABLE  1.  PRICE  COMPARISON  OF  ALL  SAMPLE  ORDERS 


Type  of  work 

Sample 
size 

DPS  price 

GPO 

estimated 

price8 

Potential 
savings 

Savings  (in 
percent) 

Printing 

153 
106 

$175,691 
17,779 

$68,614 
8,852 

$107,076 
8,927 

61 

Duplicating 

50 

Totals 

259 

$193,470 

$77,466 

$116,003 

60 

8  Includes  GPO  surcharge  of  6  percent  (or  $10  minimum  charge  per  order)  and  DPS  surcharge  of  1.83  percent 
(or  $10  minimum  charge  per  order). 

Note:  Minor  differences  in  some  figures  are  due  to  rounding. 


TABLE  2.  PRICE  COMPARISON  OF  SAMPLE  PRINTING  ORDERS,  BY  FACILITY 


DPS  facility 


Sample 
size 


DPS  price 


GPO 

estimated 
price 


Potential 
savings 


Savings  (in 
percent) 


Andrews  Air  Fore  Base. 

Fort  Belvoir 

Indian  Head 

Navy  Annex 

Navy  Yard 

Pentagon 

Quantico 

White  House 

Total 


19 

34 

19 

7 

6 

36 

29 

3 

153 


$14,306 

35,891 

26,113 

5,078 

10,552 

50,666 

30,733 

2,352 

$175,691 


$5,205 

14,948 

10,199 

1,823 

3,935 

19,391 

10,748 

2,365 

$68,614 


$9,101 

20,943 

15,914 

3,255 

6,616 

31,375 

19,985 

-13 

$107,076 


64 
58 
61 
64 
63 
62 
65 
-1 
61 


Note:  Minor  differences  in  some  figures  are  due  to  rounding. 
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TABLE  3.  PRICE  COMPARISON  OF  SAMPLE  DUPLICATING  ORDERS,  BY  FACILITY 


DPS  facility 


Sample 
size 


DPS  price 


GPO 

estimated 

price 


Potential 
savings 


Savings  (in 
percent) 


Andrews  Air  Fore  Base 

Fort  Belvoir 

Indian  Head 

Navy  Annex 

Navy  Yard 

Pentagon 

Quantico 

White  House 

Total 


20 

15 

25 

8 

5 

10 

20 

3 

106 


$1,287 

3,861 

4,674 

1,005 

445 

2,426 

4,025 

57 

$17,779 


$932 

1,760 

2,265 

596 

241 

859 

2,114 

85 

$8,852 


$355 

2,101 

2,408 

408 

204 

1,567 

1,911 

-28 

$8,927 


28 
54 
52 
41 
46 
65 
47 
-49 
50 


Note:  Minor  differences  in  some  figures  are  due  to  rounding. 

GPO  Price  Analysis  Methodology  Was  Reasonable 

In  our  opinion,  GPO  generally  employed  reasonable  methodology  and  estimates  in 
its  price  analysis.  In  general,  GPO  procurement  specialists  used  reasonable  care  in 
(1)  interpreting  customer  requirements  as  specified  on  DPS  printing  orders,  (2)  se- 
lecting appropriate  contracts  to  derive  commercial  price  estimates,  (3)  computing 
charges  from  those  contracts,  and  (4)  tabulating  final  customer  prices. 

Methodology  Description 

The  GPO  methodology  involved  a  series  of  sequential  steps  to  arrive  at  the  final 
price  comparison.  As  a  baseline  for  defining  customer  requirements,  GPO  used  DPS 
printing  and  duplicating  requisitions  which  we  had  gathered  from  DPS  facilities. 
We  initially  provided  GPO  with  351  selected  sample  orders.  In  selecting  the  orders, 
we  made  an  effort  to  obtain  a  mix  of  low  to  high  dollar  value  printing  and  duplicat- 
ing requisitions.  The  documentation  consisted  of  the  DPS  requisitions  and  itemized 
prices  for  producing  the  jobs  in-house.  As  we  and  the  GPO  procurement  specialists 
reviewed  the  data,  92  of  the  351  orders  were  discarded  for  a  variety  of  reasons.  Fif- 
teen of  the  orders  were  neither  printing  nor  duplicating  orders,  and  24  were  for  less 
than  $10.  We  reviewed  the  discarded  orders  to  ensure  that  it  was  reasonable  to  dis- 
card them  (see  table  4). 

TABLE  4.  RATIONALE  AND  DOLLAR  VALUE  FOR  92  DISCARDED  ORDERS 


Reasons  orders  were  discarded 


No  existing  GPO  contracts  were  available  to  price  order 

GPO  was  unable  to  clearly  determine  job  specifications 

Orders  were  for  very  small  amounts  (less  than  $10)  and  no  existing  GPO  contracts  were 

available 

Order  was  neither  a  printing  nor  duplicating  job 

The  DPS  cost  was  missing 

a  Not  available. 


To  arrive  at  estimated  GPO  prices  for  the  DPS  requisitions,  GPO  procurement 
specialists  used  14  different  contracts  and  2  purchase  orders.  Ten  of  the  14  contracts 
were  single  award  contracts  in  which  1  contractor  performs  the  necessary  work.  The 
remaining  4  contracts  were  multiple  award  contracts  in  which  several  contractors 
(up  to  24  in  some  cases)  could  be  selected  to  perform  the  work.  Where  multiple 
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award  contracts  were  used,  GPO  specialists  were  directed  to  select  the  contractor 
that  would  most  likely  be  awarded  the  work  if  the  requisition  had  actually  been  re- 
ceived at  that  time.  GPO  and  DPS  surcharges  were  then  added  to  the  contractor 
prices  to  arrive  at  the  final  estimated  prices  to  DOD  customers.  GPO  adds  a  6  per- 
cent surcharge  to  the  contract  price  (or  a  $10  minimum  charge)  to  administer  the 
contract,  while  DPS  adds  a  1.83  percent  (or  a  $10  minimum  charge)  to  DOD  custom- 
er requisitions  routed  to  the  GPO.  The  estimated  GPO  prices  were  then  compared  to 
the  DPS  prices  to  determine  the  final  price  differentials  for  the  orders. 

Methodology  and  Pricing  Was  Reasonable 

GPO's  price  analysis  methodology  was  generally  reasonable,  given  the  inherent 
constraints  associated  with  the  analysis.  In  this  regard,  GPO  did  not  have  the  bene- 
fit of  having  (1)  the  original  products  submitted  with  the  requisitions  and  (2)  face-to- 
face  discussions  with  customer  representatives  concerning  the  requests.  Therefore, 
GPO  had  to  make  assumptions  at  times  regarding  the  job  specifications  because  the 
requisitions  were  not  always  clear.  Our  verification  work  included  a  number  of 
tasks,  such  as: 

determining  whether  GPO  reasonably  interpreted  the  customer  specifica- 
tions on  the  DPS  requisitions, 

determining  whether  GPO  used  suitable  contracts  to  estimate  prices  for 
comparable  work, 

determining  whether  the  contract  prices  were  accurate  and  in  line  with 
the  terms  of  the  contracts,  and 

ensuring  that  price  related  data  was  accurately  compiled  and  that  com- 
parisons and  related  saving  estimates  were  accurately  computed. 

During  the  verification  process,  we  identified  a  variety  of  miscalculations  and 
other  errors.  We  brought  these  to  the  attention  of  GPO  personnel,  who  made  appro- 
priate adjustments  to  the  price  analysis.  We  also  performed  other  verification 
checks  on  the  GPO  work  to  assure  ourselves  that  the  analysis  was  fair  and  reasona- 
ble, within  the  given  contracts.  These  tasks  were  done,  in  part,  taking  into  account 
various  concerns  expressed  by  DPS  officials.  Following  are  examples  of  our  verifica- 
tion checks: 

Because  GPO  contract  price  estimates  were  made  subsequent  to  the  Octo- 
ber 1992  to  March  1993  sample  period,  we  requested  that  GPO  reprice  174 
of  the  jobs  to  this  time  period  to  ascertain  whether  significant  price 
changes  may  have  occurred.  The  repricing  showed  that  contract  prices  be- 
tween the  two  time  periods  varied  by  about  1  percent. 

DPS  officials  expressed  concern  that  GPO  personnel  used  one  contract — a 
single  award  duplicating  contract — to  estimate  the  costs  for  over  60  percent 
of  the  jobs  in  the  sample.  We  therefore  requested  GPO  to  reprice  selected 
orders  to  ascertain  (1)  whether  other  contracts  were  available  for  pricing 
and  (2)  whether  these  contracts  provided  for  comparable  prices.  GPO  re- 
priced 20  sample  orders  using  5  different  available  contracts  and  showed 
that  the  prices  derived  from  these  contracts  averaged  about  5  percent 
higher  than  those  in  the  initial  contract  used  in  the  analysis. 

We  also  reviewed  GPO's  methodology  for  selecting  contractors  for  those 
orders  where  multiple  award  contracts  were  used  to  ensure  that  GPO  did 
not  unfairly  bias  the  selections  by  (1)  choosing  the  lowest  bidder  in  every 
case  or  (2)  choosing  contractors  outside  the  Washington,  DC,  area  because 
they  offered  low  prices.  We  believe  GPO  acted  reasonably  and  did  not  bias 
the  selections.  For  example,  for  the  76  orders  where  multiple  award  con- 
tracts were  used,  GPO  selected  the  lowest  bidder  in  10  cases;  contractor  se- 
lections for  *he  remaining  66  ranged  from  the  second  through  the  thir- 
teenth bidder.  Further,  GPO  selected  contractors  from  outside  the  Washing- 
ton, DC,  area  in  only  22  of  the  76  multiple  award  cases  and  6  of  the  remain- 
ing 183  single  award  contract  or  purchase  orders. 

DPS  Consolidation  Efforts 

DPS  has  had  to  manage  the  consolidation  of  printing  under  difficult  circum- 
stances. It  has  focused  the  challenges  of  consolidation  at  a  time  when  DOD  is  down- 
sizing and  printing  requirements  have  significantly  decreased.  At  one  time,  for  ex- 
ample, DPS  was  budgeting  for  an  expected  printing  volume  of  about  $500  million  for 
fiscal  year  1993.  That  volume,  however,  has  not  materialized.  Based  on  year-to-date 
experience,  DPS  now  projects  that  its  revenue  for  1993  will  be  about  $363  million. 
This  decrease  in  requirements  and  associated  workload  has  had  a  significant  impact 
on  DPS  operations  and  has  left  it  with  excess  capacity.  Combined  with  the  decision 
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not  to  increase  customer  printing  prices  for  1993,  DPS  is  now  operating  at  a  loss 
within  the  Defense  Business  Operations  Fund.  Through  May  1993,  fiscal  year  losses 
had  reached  about  $18  million. 

Nonetheless,  DPS  has  made  considerable  progress  in  its  consolidation  efforts.  DPS 
officials  realize  the  need  to  downsize,  but  they  are  faced  with  the  managerial  chal- 
lenge of  doing  do  in  a  manner  which  is  orderly  and  not  overly  disruptive  to  ongoing 
operations.  DPS  has  reduced  its  staff  by  891  from  its  initial  staffing  of  3,694  in  April 
1992;  has  closed  or  downgraded  19  printing  plants  and  22  reprographic  facilities; 
and  has  identified  about  651  pieces  of  excess  printing  equipment  for  disposal.  Ac- 
cording to  DPS  officials,  these  staff  reduction  actions  alone  are  expected  to  save 
over  $34  million  on  an  annual  basis,  but  DOD  has  not  determined  the  core  capacity 
it  needs  to  handle  its  quick  turnaround  and  sensitive  printing  requirements. 

In  its  consolidation  actions,  however,  DPS  has  not  followed  the  direction  referred 
to  in  the  conference  report  accompanying  the  FY  1993  Defense  Appropriations  Act. 
The  committees  directed  DOD  to: 

maximize  the  direct  transmittal  of  procurable  printing  and  duplicating 
orders  from  military  service  customers  to  GPO  rather  than  process  them 
through  DPS, 

equip  and  staff  Defense  facilities  to  produce  only  work  that  could  not  be 
procured  through  GPO, 

acquire  new  printing  and  duplicating  equipment  only  upon  certification 
of  the  Public  Printer  of  the  United  States  and  the  Joint  Committee  on 
Printing  that  the  equipment  is  justified  by  an  analysis  of  the  workload  of 
the  individual  facility  and  the  ability  of  GPO  to  meet  such  requirements, 
and 

comply  with  44  U.S.C.  501  and  cease  the  solicitation  and  production  of 
non-DOD  printing  and  duplicating  work  in  DPS  facilities. 

Transmitting  Orders  to  GPO 

In  our  opinion,  DOD  has  not  maximized  the  direct  transmittal  of  printing  and  du- 
plicating work  to  GPO.  DOD  policy  requires  the  military  services  to  forward  all  req- 
uisitions to  DPS,  which  is  charged  with  deciding  whether  the  work  is  retained  in- 
house  or  sent  to  GPO.  DPS  adds  a  1.83  percent  surcharge  to  cover  the  administra- 
tive costs  associated  with  sending  orders  to  the  GPO.  Prior  to  October  1,  1992,  that 
surcharge  was  5.5  percent.  DPS  says  that  they  need  to  manage  and  control  all  print- 
ing— both  in-house  and  that  procured  through  the  GPO — to  help  ensure  the  overall 
success  of  the  consolidation.  Otherwise,  activities  could  divert  workload  form  DPS 
and  defeat  the  purposes  of  the  consolidation. 

DPS  Equipment  and  Staffing 

DPS  also  is  not  following  the  committees'  direction  that  specifies  that  Defense  fa- 
cilities be  equipped  and  staffed  to  produce  only  that  work  that  is  not  procurable  by 
GPO.  With  respect  to  the  printing  workload,  DPS  officials  contend  they  retain  in- 
house  that  work  which  is  either  classified  or  sensitive,  requires  a  short  turnaround, 
or  is  needed  for  workload  leveling  purposes.  DPS  officials  further  told  us  they  have 
intensified  their  efforts  to  send  a  greater  percentage  of  their  printing  work  to  GPO. 
Historically,  DPS  officials  stated  they  have  sent  about  70  percent  of  their  printing 
workload  to  GPO.  They  established  a  goal  in  fiscal  year  1993  to  increase  that  per- 
centage to  80  percent  in  2  percent  increments  over  the  next  5  years.  We  believe, 
however,  that  DPS  calculations  overstate  the  actual  percentage  of  printing  work 
sent  to  GPO.  Our  review  showed  that  due  to  accounting  system  constraints,  DPS 
does  not  include  in  its  in-house  calculations  of  printing,  duplicating  work  that 
should  be  classified  as  printing  because  it  exceeds  the  maximum  page  limitations  in 
the  Government  Printing  and  Binding  Regulations.  We  were  unable  to  determine  a 
more  accurate  percentage  of  the  actual  work  sent  to  GPO  because  of  DPS's  cost  ac- 
counting system  limitations. 

Acquisition  of  New  Equipment 

With  respect  to  equipment  acquisitions,  DPS  officials  state  they  have  continued  to 
follow  the  past  practice  of  notifying  the  Joint  Committee  on  Printing  of  equipment 
acquisitions  in  accordance  with  the  provisions  of  the  Government  Printing  and  Bind- 
ing Regulations.  In  1993,  DPS's  equipment  purchases  to  date  have  been  limited  be- 
cause the  available  funding  for  capital  purchases  was  less  than  $1  million.  DPS  has 
instead  leased  newer  technology  equipment  which  it  believes  is  required  to  modern- 
ize its  operations  and  save  money  in  the  long  run.  In  this  regard,  DPS  officials  told 
us  they  have  identified  651  pieces  of  excess  equipment  for  disposal.  This  is  an  area 
that  will  require  more  study  and  we  will  continue  to  look  at  it. 
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Non-DOD  Printing  and  Duplicating  Work 

With  respect  to  the  solicitation  and  production  of  non-DOD  work  in  Defense  facili- 
ties, DPS  officials  advised  us  that  their  policy  is  not  to  solicit  or  produce  new  non- 
DOD  work  in  its  facilities.  They  did,  however,  acknowledge  that  some  non-DOD 
work  is  done  in  their  facilities  and  that  some  new  non-DOD  arrangements  have  oc- 
curred, without  their  prior  knowledge,  after  the  consolidation  in  April  1992.  DPS 
documentation  provided  to  us  showed  that  from  October  1992  through  December 
1992,  DPS  performed  $373,950  of  non-DOD  printing  work  in  its  facilities  and  that  all 
except  $22,333  was  the  result  of  arrangements  that  had  been  made  prior  to  the  con- 
solidation in  April  1992. 

Joint  Computer-Aided  Acquisition  and  Logistics  Support  Program 

The  committee  requested  that  we  review  the  DOD's  Joint  Computer-Aided  Acqui- 
sition and  Logistics  Support  program  (JCALS),  for  compliance  with  current  law. 
Specifically,  we  were  asked  to  determine  whether  JCALS  contract  modifications  re- 
quiring the  design  and  implementation  of  certain  technical  manual  capabilities  vio- 
late section  207  of  the  Legislative  Branch  Appropriations  Act,  1993,  and  section  501 
of  Title  44  of  the  United  States  Code.  To  assist  us  in  making  these  determinations, 
we  asked  the  Department  in  February  1993  for  a  written  opinion  concerning  the 
applicability  of  these  provisions.  The  Department  has  not  yet  responded  to  our  re- 
quest. In  the  meantime,  we  have  gone  forward  with  our  analysis. 

The  objective  of  the  JCALS  program— a  $700  million  undertaking— is  to  provide  a 
system  network  of  hardware,  software,  and  communications  to  facilitate  the  receipt, 
handling,  and  processing  of  logistics  information  for  the  entire  life  cycle  of  a  weapon 
system.  The  program  includes  standards  for  developing,  storing,  and  communicating 
technical  information.  The  initiative's  goal  is  to  get  much  of  the  engineering  data 
and  specifications  for  high  tech  equipment  on  line  so  it  can  be  retrieved  and  updat- 
ed readily  over  the  life  of  a  weapon  system. 

Based  on  the  contract  documents  available  to  us,  we  understand  that  the  Depart- 
ment has  modified  the  JCALS  contract  three  times  for  a  total  of  $27  million.  The 
modifications  require  the  contractor  to  design  and  implement  an  integrated  system 
for  technical  manuals  that  will  enable  DOD  to  produce  "reproducible  masters."  A 
"reproducible  master"  can  take  various  forms.  Under  JCALS,  we  understand  it  is 
the  actual  software  that  will  provide  the  master. 

Section  207  prohibits  the  Executive  Branch  from  using  appropriated  funds  to  pro- 
cure "any  printing  related  to  the  production  of  Government  Publications  (including 
printed  forms),  unless  such  procurement  is  by  or  through  the  Government  Printing 
Office."  44  U.S.C.  501  includes  similar  language.  Section  207  defines  printing  as  "the 
process  of  composition,  platemaking,  presswork,  silk  screen  processes,  binding,  mi- 
croform, and  the  end  items  of  such  processes".  If  the  JCALS  contract  modifications 
involve  printing  as  defined  in  the  law,  they  would  be  inconsistent  with  section  207. 

We  understand  that  the  Department's  written  response  concerning  these  issues  is 
forthcoming.  We  intend  to  continue  our  work  and  provide  the  committee  with  a 
more  complete,  written  response,  in  any  case. 

The  committee  also  asked  about  the  availability  of  printing  services  to  the  various 
Computer-Aided  Acquisition  and  Logistics  Systems  (CALS)  through  the  Air  Force's 
902-S  program,  a  proposed  printing  and  publishing  effort  that  was  being  contracted 
by  GPO.  On  February  8,  1993,  the  Office  of  the  Secretary  of  Defense  directed  the 
Air  Force  to  withdraw  this  publishing  effort  with  GPO  and  transfer  it  to  DPS  to 
determine  the  printing  and  publishing  requirements  of  the  program  and  how  they 
would  be  filled.  DPS  is  evaluating  Air  Force  as  well  as  Army  printing  requirements 
originally  intended  to  be  procured  under  the  902-S  program. 

You  also  asked  us  about  DOD's  Corporate  Information  Management  (CIM)  initia- 
tive as  it  relates  to  printing.  While  CALS  and  subsequent  JCALS  initiatives  are 
under  the  umbrella  of  the  CIM  initiative,  the  functional  process  improvement  ef- 
forts in  the  logistics  area  have  not  yet  addressed  printing  beyond  the  consolidation 
efforts  described  above. 

Mr.  Chairman,  that  concludes  my  prepared  testimony.  We  would  be  happy  to  re- 
spond to  questions  that  you  or  other  members  of  the  committee  may  have  at  this 
time. 

The  Chairman.  Thank  you  very  much. 

How  long  have  you  had  the  questions  in  that  you  haven't  had 
answers  to? 

Ms.  Heivilin.  Three  months,  if  I  remember  correctly. 
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The  Chairman.  Three  months,  and  you  have  asked  questions  and 
haven't  gotten  a  response  yet? 

Ms.  Heivilin.  That  is  right.  February.  I  am  told  it  is  February 
when  we  submitted  the  questions. 

The  Chairman.  I  basically  have  questions  for  the  GAO.  The  Ap- 
propriations Committee — and  I  want  to  be  sure  we  have  this 
right — directed  DPS  in  the  fiscal  year  1993  conference  report — and 
I  think  you  alluded  to  that 

Ms.  Heivilin.  That  is  right. 

The  Chairman.  The  language  to  directly  transmit  procurable 
work  to  GPO  rather  than  process  it  through  DPS.  Does  your  inves- 
tigation find  that  DPS  has  done  this? 

Ms.  Heivilin.  No,  sir.  They  have  a  policy  that  all  of  the  work 
come  through  them,  and  they  decide  if  it  will  be  transmitted  to 
GPO  or  not. 

The  Chairman.  The  Appropriations  Committee  has  also  directed 
DPS  to  equip  and  staff  to  produce  only  that  work  that  could  not  be 
procured  through  GPO.  Would  you  say  that  DPS  has  done  this? 

Ms.  Heivilin.  I  think  unless  they  have  a  target  for  the  size  they 
need  for  their  core  capacity,  I  cannot  say  that  they  have  done  that, 
and  they  do  not  have  a  target  goal. 

The  Chairman.  Then  you  have  answered  your  own  question, 
haven't  you? 

Ms.  Heivilin.  That  is  right. 

The  Chairman.  The  Appropriations  Committee  has  also  directed 
that  DPS  only  acquire  new  printing  and  duplicating  equipment 
when  certified  as  justified  by  the  Public  Printer  and  the  Joint  Com- 
mittee on  Printing.  Would  you  say  that  DPS  has  done  this? 

Ms.  Heivilin.  I  think  the  legal  issue  here  is  whether  leasing  is, 
in  fact,  acquisition,  and  our  lawyers  tell  me  that  leasing  is  acquisi- 
tion. With  that,  no,  they  have  not. 

The  Chairman.  It  is  just  another  word  for — you  procure  it  but 
you  get  it  from  leasing  rather  than  from  purchase. 

Ms.  Heivilin.  Right. 

The  Chairman.  It  all  winds  up  in  the  same  basket.  Well,  I  have 
heard  of  that  being  done  before. 

The  Appropriations  Committee  also  directed  DPS  to  stop  doing 
work  for  other  agencies.  Would  you  say  that  DPS  has  done  this? 

Ms.  Heivilin.  No.  They  continue  to  do  non-DOD  work. 

The  Chairman.  So  they  are  basically  taking  away  from  GOP  in 
that  direction  also,  the  Government  Printing  Office,  GPO. 

Mr.  Roberts.  You  can  say  "GOP"  if  you  want,  Senator. 

[Laughter.] 

The  Chairman.  I  know,  but  I  have  never  been  able  to  climb  on  a 
damn  elephant.  That  has  been  my  trouble. 

[Laughter.] 

Mr.  Roberts.  Well,  I  can  help  you,  sir. 

The  Chairman.  I  know,  but  I  am  afraid  that  your  stirrup  would 
only  be  your  hands,  and  they  would  probably  slip. 

Some  have  argued  that  a  nationwide  comparison  of  GPO  and 
DPS  actual  cost  is  necessary.  Can  you  tell  me  and  this  committee 
how  much  that  would  cost  and  how  long  it  would  take? 

Ms.  Heivilin.  I  have  had  a  discussion  with  our  sample  profes- 
sionals in  GAO,  and  to  do  the  kind  of  study  that  people  are  sug- 
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gesting  we  should  do — we  call  it  a  simple  random  sample — we 
would  have  to  look  at  183  of  the  350  plants  in  order  to  come  up 
with  a  95  percent  confidence  level,  which  is  a  GAO  standard  for 
that  type  of  a  study.  That  would  say  that  we  are  getting  within  5 
percent  of  the  true  answer. 

It  would  be  very  expensive  and  take  quite  a  long  time.  We  would 
have  to  go  to  those  plants  probably  twice.  Let's  say  that  we  would 
have  to  go,  say,  to  120  locations.  We  will  assume  that  some  of  them 
are  in  the  same  place.  And  if  you  average  a  trip  costing  about 
$800 — some  will  be  more,  some  will  be  less — it  would  cost  us  about 
$96,000  in  travel  costs.  That  is,  I  think,  a  conservative  estimate.  It 
is  actually  more  than  I  can  afford  out  of  my  travel  budget. 

My  guess  is  it  would  take  us  at  least  a  year  to  do  that.  There  are 
some  complications  out  there,  though,  that  would  even  make  that 
difficult,  and  part  of  that  is  the  duplicating  versus  the  printing  def- 
inition. 

My  suggestion  is  if  we  ended  up  doing  something  even  close  to 
that,  that  we  might  get  the  agreement  that  we  only  look  at  dupli- 
cating, not  printing,  because  I  don't  think  we  have  a  question  in 
the  printing  area.  DOD  seems  to  agree  that  printing  is  cheaper 
going  through  the  commercial  market. 

The  Chairman.  Did  you  hear  the  testimony  of  the  earlier  wit- 
nesses that  drew  very  little  difference  between  printing  and  dupli- 
cating. 

Ms.  Heivilin.  That  is  right. 

The  Chairman.  Do  you  agree  with  that? 

Ms.  Heivilin.  Well,  I  did  hear  that,  and  it  did  make  sense. 

The  Chairman.  Well,  that  is  good  enough.  As  long  as  we  make 
sense  around  here,  we  ought  to  quit. 

[Laughter.] 

The  Chairman.  Let  me  ask  you  this.  This  is  a  personal  question 
kind  of  out  of  left  field.  Maybe  you  will  comment.  Do  you  feel  that 
the  outcome  would  be  significantly  different  from  what  you  have 
seen  to  date;  that  is,  the  GPO  procuring  work  at  half  the  cost  of 
DPS  if  you  made  all  of  this  survey? 

Ms.  Heivilin.  It  is  really  hard  for  me  to  tell,  but  we  have  looked 
at  some  of  the  contracts  that  are  regional,  and  the  ones  we  have 
looked  at  don't  seem  to  be  that  much  different.  Maybe  it  would  be 
a  20  percent  difference,  but  we  are  talking  about  a  fairly  large 
amount  of  savings  anyway.  Until  we  actually  did  it,  we  couldn't 
tell  you  precisely  what  we  are  going  to  find. 

The  Chairman.  But  you  could  with  some  confidence  say  that 
there  would  be  a  savings? 

Ms.  Heivilin.  I  believe  there  would  be  a  savings. 

The  Chairman.  Could  you  say  30  percent  or  more? 

Ms.  Heivilin.  I  can't  tell  you. 

The  Chairman.  You  wouldn't  want  to  do  that? 

Ms.  Heivilin.  No,  I  wouldn't  want  to. 

The  Chairman.  You  said  there  would  be  a  substantial  savings,  so 
I  will  put  a  figure  to  it  for  you. 

Admiral  Moore  has  written  to  the  staff  director  of  the  Joint  Com- 
mittee on  Printing,  including  a  critique  of  the  GAO  study.  We 
would  like  to  submit  the  critique  to  GAO  for  your  response  for  the 
record.  Would  you  mind  doing  that? 
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Ms.  Heivilin.  We  would  be  very  happy  to  do  that.  Very  pleased. 

The  Chairman.  We  are  very  pleased  now  that  Representative 
Roberts  has  joined  us,  and  we  submitted  your  statement — it  was  el- 
oquent— for  the  record.  If  you  have  anything  to  say  now  or  any 
questions  you  would  like  to  ask  of  this  witness  group,  we  would  be 
pleased  to  hear  you. 

Mr.  Roberts.  Thank  you,  Mr.  Chairman,  and  thank  you  for  sub- 
mitting my  statement  for  the  record.  I  am  only  sorry  I  could  not  be 
here  when  my  constituent,  Mr.  Cripps 

The  Chairman.  I  might  say  he  was  well  prepared  when  I  asked 
him  your  question. 

Mr.  Roberts.  He  wrote  my  statement,  too.  He  was  very  eloquent. 

[Laughter.] 

Mr.  Roberts.  I  don't  know  if  we  have  the  rain  turned  off  at  home 
or  not,  but  I  hope  we  can  get  the  spigot  turned  off.  I  am  sorry  I  am 
late.  I  am  a  member  of  that  not-so-select  posse  called  "the  confer- 
ence on  reconciliation." 

The  Chairman.  So  am  I. 

Mr.  Roberts.  And  we  missed  you.  But  I  feel  a  little  bit  like  a 
shotgun  rider  on  a  stagecoach  that  is  headed  the  wrong  way,  but 
we  will  do  our  best,  and  I  am  sorry  I  missed  the  first  panel. 

We  have  been  down  this  road  several  times,  Mr.  Chairman,  and 
the  point  that  I  would  like  to  make  is  that  we  have  had  a  number 
of  studies.  We  have  had  the  GAO  study,  and  that  is  your  business. 
And  we  have  had  a  DPS  study,  and  we  have  had  a  joint  committee 
study.  We  probably  liad  a  study  of  the  studies. 

I  am  not  too  sure  but  what  while  there  isn't  some  concern  that 
studies  come  up  with  some  different  conclusions  that  there  aren't 
some  things  that  could  be  melded  together  in  the  interest  of  an  im- 
proved policy.  I  know  that  is  your  goal.  That  is  my  goal  as  well. 
And  I  am  not  too  sure  that  we  can  get  into  the  business  of  having 
the  GAO  wear  the  white  hat  and  the  DPS  the  black  hat  or  vice- 
versa  so  much  as  I  think  we  can  hope  to  make  some  progress. 

I  visited  at  length  with  the  Navy  about  this,  and  I  think  there  is 
a  better  mood,  a  better  approach,  a  better  spirit  of  cooperation.  I 
don't  know  what  the  tenor  has  been  up  to  this  particular  time  in 
terms  of  the  hearing,  but  I  know  that  is  our  goal. 

So,  with  that,  and  a  welcome  again  to  my  constituent,  in  an 
effort  to  try  to  resolve  these  differences,  why,  let's  proceed. 

The  Chairman.  Thank  you  very  much,  Pat. 

I  have  no  further  questions  for  any  of  the  witnesses.  We  thank 
you  for  coming  today,  and  we  hope  that  you  will  respond  to  any 
questions  that  we  might  submit  to  you  in  writing  as  the  Congress- 
man has  just  said,  and  you  know  you  are  going  to  get  six  or  seven 
from  me.  Thank  you  all  very,  very  much. 

Mr.  Small.  Thank  you. 

Ms.  Heivilin.  Thank  you. 

The  Chairman.  Our  next  witness  has  only  recently  taken  over 
command  of  the  Navy  Supply  Systems  Command,  Defense  Printing 
Services,  but  I  believe  he  has  a  familiarity  with  the  Defense  Print- 
ing Service  consolidation  from  its  early  days. 

Admiral  Moore,  we  thank  you  for  being  here  today,  and  we  look 
forward  to  your  testimony.  You  may  proceed. 
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STATEMENT  OF  REAR  ADMIRAL  ROBERT  M.  MOORE,  COMMAND- 
ER, NAVAL  SUPPLY  SYSTEMS  COMMAND,  DEFENSE  PRINTING 
SERVICE 

Admiral  Moore.  Good  morning,  Mr.  Chairman,  members  of  the 
committee.  I  am  Rear  Admiral  Bob  Moore,  the  commander  of  the 
Naval  Supply  Systems  Command. 

The  Defense  Printing  Service,  whose  size  and  cost  is  the  subject 
of  these  hearings,  is  a  subordinate  activity  of  my  command.  I  ap- 
preciate the  opportunity  to  appear  before  you.  I  have  submitted  a 
written  statement  which  I  ask  be  included  in  the  record. 

The  Chairman.  It  will  be  included  in  the  record  as  if  given,  Ad- 
miral. 

Admiral  Moore.  My  statement  attempts  to  report  to  you  the  re- 
sults of  our  consolidation  effort  and  to  demonstrate  our  commit- 
ment to  obtain  the  best  value  for  the  Department  of  Defense  and, 
in  turn,  the  taxpayer  for  our  printing  and  related  requirements. 

We  have  gotten  results.  We  are  a  smaller  outfit,  24  percent  fewer 
people.  We  have  fewer  sites,  less  equipment,  and  we  are  saving  the 
Department  of  Defense  and  the  taxpayer  money,  $20.6  million  by 
the  end  of  this  fiscal  year. 

Our  commitment  to  obtain  best  value  is  demonstrated  by  our  en- 
thusiastic participation  in  and  support  of  a  joint  effort  between  the 
GPO  and  DPS  sponsored  by  this  committee,  my  command,  and  the 
Comptroller  of  the  Department  of  Defense,  to  find  the  relative 
economies  of  work  sent  to  GPO  for  procurement  and  work  done  in- 
house.  This  effort  is  related  in  detail  in  my  statement,  but  I  think 
the  most  important  point  is  this:  We  studied  the  situation  together, 
developed  a  mutually  acceptable  method  of  assessing  it,  came  to 
important  conclusions  and  recommendations,  and  then  proceeded 
quickly  and  faithfully  to  execute  those  recommendations. 

Let  me  give  you  a  few  specifics.  The  study  found  that  procure- 
ment through  GPO  was  less  expensive  in  the  aggregate  for  printing 
and  recommended  that  we  maximize  printing  work  sent  to  GPO. 
We  are  doing  this.  Today,  72  percent  of  DOD  printing  is  going  to 
GPO,  up  about  12  percent  from  a  year  ago,  and  up  even  more  from 
the  period  immediately  following  consolidation. 

The  study  recommended  that  we  limit  in-house  printing  to  classi- 
fied or  otherwise  sensitive  work,  quick  turnaround  requirements, 
and  a  minimum  for  workload  level.  We  are  doing  this.  The  study 
recognized  that  additional  assignment  of  printing  to  GPO  would 
need  to  be  phased  in  with  our  consolidation.  This  has  been  done, 
and  the  exercise  of  recent  early  retirement  approval  for  425  of  our 
people  will  allow  us  to  complete  this  phase-in  by  the  end  of  this 
fiscal  year. 

The  study  found  that  duplicating  work  in  the  aggregate  was  less 
expensive,  and  we  are  generally  doing  this  work  in-house  as  it  is 
best  value. 

Mr.  Chairman,  we  were  very  encouraged  by  the  spirit  of  coopera- 
tion that  was  demonstrated  in  this  study  and  believe  that  it  should 
have  cleared  the  air  on  the  key  issue — how  to  obtain  the  best  value 
and  reduce  the  overall  costs  of  doing  our  printing  business. 

As  you  may  know,  I  received  a  letter  yesterday  from  the  Acting 
Public  Printer  disavowing  this  study.  We  are  very  disappointed  in 
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this  late  development.  I  have  not  yet  had  a  chance  to  discuss  this 
issue  with  the  Acting  Public  Printer,  but  I  am  hopeful  that  when  I 
can  we  will  be  able  to  come  to  agreement  on  continued  execution  of 
our  joint  study. 

Now,  I  address  other  issues  in  my  prepared  statement  which  I 
know  are  of  interest  to  this  committee.  For  example,  I  demonstrate 
that  we  are  not  increasing  our  in-house  capability  at  the  expense  of 
private  printers  by  improper  retention  of  work  in-house  or  by  ex- 
panding our  customer  base.  I  would  note  that  we  are  not  soliciting 
new  business  from  non-DOD  customers  and  that  existing  arrange- 
ments are  being  solved  as  soon  as  practicable,  and  in  any  event 
amount  to  less  than  V2  of  1  percent  of  our  revenues. 

I  note  also  that  the  total  value  of  in-house  printing  in  fiscal  year 
1993  is  $58  million,  not  $500  million,  which  I  have  seen  in  some 
reports. 

I  also  address  in  my  statement  the  validity  of  our  cost  savings 
and  our  reservations  regarding  the  General  Accounting  Office 
sample  of  printing  costs  in  DPS  and  GPO.  I  will  be  happy  to  ad- 
dress these  issues  further  in  response  to  any  questions  you  may 
have. 

I  would  close,  Mr.  Chairman,  by  reaffirming  our  commitment  to 
obtaining  the  best  value  in  our  printing  work.  This  is,  after  all,  the 
fundamental  issue.  Until  something  better  comes  along  or  is  cre- 
ated, we  believe  this  is  achieved  by  executing  the  recommendations 
of  the  joint  study  completed  last  year. 

Thank  you  again  for  the  opportunity  to  appear.  I  will  be  pleased 
to  try  to  respond  to  any  questions  you  may  have. 

The  Chairman.  Admiral,  we  thank  you. 

Congressman  Roberts  has  a  vote  on,  and  he  needs  to  leave.  So  he 
would  like  to  ask  a  couple  questions. 

Admiral  Moore.  Yes,  sir. 

Mr.  Roberts.  Mr.  Chairman,  thank  you  for  your  indulgence,  and 
thank  you,  Admiral.  I  apologize  to  all  present  for  the  schedule. 

I  have  a  letter  here  I  would  like  to  insert  for  the  record  from 
Business  Forms  Printing,  an  outfit  out  of  East  Prairie,  MO — hope- 
fully they  are  not  underwater — from  Mr.  Don  Sloan,  who  is  the 
chairman,  and  it  pretty  well  summarizes  in  a  shorter  version  what 
my  constituent  has  expressed  in  regards  to  concern  on  the  small 
business  community. 

[The  letter  of  Mr.  Sloan  follows:] 

T-B  Forms,  L.P., 
Business  Forms  Printing, 
309  Mill  Road,  East  Prairie,  MO  63845, 

July  12,  1993. 
Congressman  Pat  Roberts,  Member, 
Joint  Committee  on  Printing, 
818  Hart  Office  Building, 
Washington,  DC  20510. 

Congressman  Roberts.  I  am  writing  this  letter  on  behalf  of  my  company  and  the 
entire  private  sector  printing  industry  in  the  hope  that  it  will  be  relevant  to  the 
hearing  scheduled  for  July  15,  1993,  which  is  being  held  to  determine  the  facts  on 
the  Department  of  Defense  (DOD)  printing  issue. 

Our  company  began  doing  business  in  1976,  primarily  as  a  provider  of  printing 
services  to  the  U.S.  Government.  At  one  point,  our  annual  sales  exceeded  $12  mil- 
lion, our  workforce  was  approximately  125  employees,  and  we  were  the  largest  em- 
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ployer  in  East  Prairie  and,  in  fact,  in  all  of  Mississippi  County.  At  that  time,  a  sub- 
stantial amount  of  our  work  was  for  DOD  (approximately  25  percent). 

By  contrast,  over  the  last  2  years,  our  sales  have  averaged  $9  million  annually 
and  our  workforce  has  declined  to  80  employees.  The  primary  reason — no  DOD 
work! 

While  we  are  but  a  small  "potato"  in  the  printing  industry,  it  is  my  understand- 
ing that  the  decline  in  our  sales  and  workforce  is  reflective  of  the  entire  industry. 
And,  although  there  are  many  factors  that  have  impacted  the  industry  in  recent 
years,  one  of  the  major  causes  is  DOD's  violation  of  Title  44  by  bringing  more  and 
more  of  their  printing  in-house.  Not  only  is  this  more  expensive  than  using  the  pri- 
vate sector,  it  is  in  complete  contravention  of  the  expressed  wishes  of  Congress  and 
of  the  Joint  Committee  on  Printing! 

If  this  action  by  DOD  is  allowed  to  continue,  many  small  printing  companies  such 
as  ours  will  be  threatened  with  extinction  and  the  cost  of  government  will  in- 
crease— not  only  because  of  excessive  printing  costs,  but  also  through  the  loss  of  tax 
revenues  from  an  employed  workforce  and  increased  jobless  benefits  to  an  unem- 
ployed workforce. 

In  addition,  if  DOD  is  allowed  to  continue  their  present  course  of  action,  other 
government  agencies  and  departments  will  be  tempted  to  follow  suit.  This  could 
well  result  in  the  demise  of  GPO  and  the  efficiencies  brought  about  by  its  creation. 

I  urge  the  Joint  Committee  on  Printing  to  demand  the  DOD  comply  with  the  pro- 
visions of  Title  44  and  that  all  of  their  allowable  printing  be  channeled  through 
GPO  to  the  private  sector. 

Respectfully  submitted, 

Donald  R.  Sloan, 

Chairman. 

Mr.  Roberts.  I  urge  you,  Admiral,  to  really  step  up  to  this  issue, 
which  I  think  you  have  attempted  to  do  in  your  statement,  but  the 
public  perception  is  that  DPS  as  a  course  of  current  policy  will 
result  in  the  demise  of  not  only  the  small  business  community,  but 
also  the  GPO.  I  am  not  necessarily  convinced  that  that  is  the  case, 
but  at  least  that  is  the  perception,  and  we  need  to  address  that  in 
very  clear  terms. 

You  stated  that  your  project  keeping  in-house  only  $58  million  of 
work,  but  the  report  shows  in  April  1993  the  in-house  cost  of  print- 
ing was  $21.5  million  and  a  year-to-date  of  $143  million.  Those 
numbers  need  to  be  explained.  I  am  going  to  toss  you  that,  either  a 
hardball  or  softball,  depending  on  your  point  of  view,  and  urge  you 
to  explain  that  to  the  chairman,  and  I  will  go  vote.  But  that  is  the 
one  thing  I  really  wanted  to  get  cleared  up  in  terms  of  the  different 
numbers. 

I  thank  you,  Mr.  Chairman. 

The  Chairman.  Admiral  do  you  want  to  answer  his  question? 

Admiral  Moore.  Yes,  sir.  I  think  the  issue  here  is  an  accounting 
system  roll-up,  and  when  you  roll  the  accounting  data  up,  it  indi- 
cates at  a  summary  level,  under  a  category  which  is  not  represent- 
ative of  the  underlying  facts,  and  at  a  sub-ledger  basis  is  where  I 
have  been  reporting  the  data. 

Could  I  also  comment,  Mr.  Chairman,  on  the  letter  that  Mr.  Rob- 
erts is  putting  in  the  record?  If  I  understood  the  gist  of  it,  it  is  not 
unlike  the  testimony  you  heard  this  morning  from  the  printing  in- 
dustry, and  I  could  certainly  appreciate  those  points. 

I  do  need  to  point  out  that  we  are  down  about  25  percent  in  our 
revenues  or  our  expenditures  on  printing,  and  that  is  because  the 
Department  of  Defense  is  downsizing.  I  believe  that  at  least  some, 
if  not  all,  of  the  reason  for  the  perception  that  we  are  not  doing 
our  business  through  the  private  sector  is  that  we  just  don't  have 
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as  much  business  to  do  as  we  did  a  few  years  ago  with  the  end  of 
the  cold  war  and  our  reduced  requirement. 

The  Chairman.  The  printing  and  duplicating  that  you  are  doing, 
the  dollar  volume  is  significant,  and  the  dollar  volume  to  those 
four  gentlemen  who  testified  on  the  first  panel  probably  would  be 
the  difference  between  make  or  break.  And  you  and  I  discussed 
that  there  wasn't  a  percentage  involved,  whether  we  got  80  percent 
or  70  percent  or  100  percent.  It  was  whatever  was  due  GPO  under 
the  direction  of  the  Appropriations  Committee,  whatever  was  due 
them,  and  then  contracted  to  these  small-business  people,  and  what 
you  call  secret  or  sensitive.  The  new  word  "sensitive"  has  crept 
into,  if  I  can  use  that  word,  the  use  of  the  printing  service,  DPS.  I 
don't  know  the  difference  between  secret  and  sensitive  or  what,  but 
this  new  category  has  given  a  crutch,  I  think,  to  some  of  the  print- 
ing at  DPS  that  we  haven't  seen  for  some  time. 

Am  I  right  or  wrong? 

Admiral  Moore.  Well,  Mr.  Chairman,  I  am  not  sure  how  recently 
that  term  came  into  effect,  but  I  would  like  to  talk  to  it  just  very 
briefly.  There  are  some  documents  in  the  Department  which,  al- 
though not  classified,  we  believe  are  sensitive;  for  example,  those 
in  connection  with  litigation,  investigations,  inspector  general  in- 
vestigations, judge  advocate  general  investigations,  which  we  treat 
the  equivalent  of  classified.  We  also  deal  with  an  awful  lot  of 

The  Chairman.  What  you  have  just  listed  is  classified. 

Admiral  Moore.  Well,  sir,  under  the  rules  of  classification,  it  is 
not  technically  classified.  It  is  sensitive,  for  example,  from  the 
viewpoint  of  the  Privacy  Act  or  personal  issues.  I  am  certainly  not 
trying  to  argue  that  this  is,  you  know,  more  difficult  to  handle 
than  classified  or  anything  else.  I  am  just  simply  trying  to  explain 
to  you  what  the  category  is. 

The  Chairman.  Well,  I  understand,  too,  that  you  couldn't  print 
the  Tailhook  report  either  and  had  to  go  to  GPO  to  get  that  done. 
Is  that  true? 

Admiral  Moore.  I  don't  know  where  the  Tailhook  report  was 
printed,  but  the  Tailhook  report  was  made  public  right  after  it  was 
printed,  sir. 

The  Chairman.  Well,  I  understand  that,  but  at  the  time  it  was 
printed  it  could  have  been  listed  as  sensitive,  couldn't  it? 

Admiral  Moore.  It  certainly  was  a  sensitive  document  until  it 
was  released  to  the  public. 

The  Chairman.  But  you  did  not  print  that,  and  you  went  to  the 
Government  Printing  Office  to  have  that  printed. 

Admiral  Moore.  I  don't  know  that,  sir.  I  couldn't  certainly  find 
that  out  for  the  record. 

The  Chairman.  I  can  give  that  to  you  as,  I  think,  99.9  percent 
pure. 

Admiral  Moore.  Sir,  I  wouldn't  doubt  you  for  a  moment. 

The  Chairman.  Thank  you  very  much.  That  is  on  the  record.  Be 
sure  you  put  that  in  capital  letters,  will  you? 

[Laughter.] 

The  Chairman.  Admiral,  I  may  give  you  some  just  yes  or  no 
questions.  I  don't  know  whether  you  want  to  answer  them  that 
way.  But  I  want  to  ask  some  questions  I  asked  GAO  to  you. 
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The  Appropriations  Committee  has  directed  DPS  in  fiscal  year 
1993  conference  report  language  to  directly  transmit  procurable 
work  to  GPO  rather  than  process  it  through  DPS.  Has  DPS  done 
this? 

Admiral  Moore.  No,  sir.  The  Department  of  Defense  policy  is 
that  we  will  centralize  those  transmittals  under  a  single  agency, 
which  happens  to  be  the  Defense  Printing  Service. 

The  Chairman.  So  you  have  not  sent  it  on  as  instructed  by  the 
Appropriations  Committee? 

Admiral  Moore.  We  have  not. 

The  Chairman.  The  Appropriations  Committee  has  also  directed 
DPS  to  equip  and  staff  to  produce  only  that  work  that  could  not  be 
procured  through  GPO.  In  your  opinion,  has  DPS  done  this? 

Admiral  Moore.  No,  sir. 

The  Chairman.  The  Appropriations  Committee  has  also  directed 
that  DPS  only  acquire  new  printing  and  duplicating  equipment 
when  certified  as  justified  by  the  Public  Printer  and  the  Joint  Com- 
mittee on  Printing.  Has  DPS  done  this? 

Admiral  Moore.  No,  sir. 

The  Chairman.  You  know,  that  is  kind  of  frightening,  Admiral, 
those  questions  and  answers.  The  Appropriations  Committee  has 
also  directed  DPS  to  stop  doing  work  for  other  agencies.  Has  DPS 
done  this? 

Admiral  Moore.  Mr.  Chairman,  I  would  have  to  look  at  the  pre- 
cise language,  but  I  understood  it  to  be  cease  soliciting  non-DOD 
work,  and  we  have  ceased  soliciting  non-DOD  work. 

The  Chairman.  But  you  may  still  be  doing  some  if  they  bring  it 
to  you? 

Admiral  Moore.  We  are,  and  it  amounts  to  about  $1.5  million 
this  fiscal  year.  That  is  less  than  a  half  of  1  percent  of  our  busi- 
ness, and  that  is  continuing  work  in  most  cases  where  the  outfit  for 
whom  we  are  doing  the  work  hasn't  yet  found  an  alternative. 

The  Chairman.  Have  they  asked  the  Government  Printing 
Office,  do  you  think? 

Admiral  Moore.  In  one  case,  I  know  that  they  have,  and  there  is 
ongoing  effort  there.  We  typically  have  these  in  small,  very  small 
offices.  For  example,  there  is  an  example  that  has  been  given  to  me 
by  the  committee  staff  involving  Dallas,  which  is  the  two-person 
office  which  does  some  work  for  the  Department  of  Health  and 
Human  Services.  We  can  make  as  much  or  as  little  as  we  want  to 
out  of  this  issue,  I  think,  but  I  believe  it  is  pretty  trivial;  and  com- 
pared to  last  year's  question,  which  had  to  do  with  active  solicita- 
tion of  new  business,  I  believe  we  have  got  that  under  control. 

My  predecessor  last  September  sent  out  a  very  strong  message  to 
all  of  our  field  activities  involved  in  this  business,  and  the  opera- 
tive part  of  it  read  as  follows:  "Any  business  solicitation  for  print- 
ing to  non-DOD  agencies  is  unauthorized."  I  don't  know  how  you 
can  be  clearer  than  that. 

The  Chairman.  I  see  some  small-business  people  who  would  like 
to  have  ten  $100,000  contracts  here  or  $1.5  million  in  contracts. 

Admiral  you  say  you  have  saved  $20  million  this  year  because 
you  only  lost  half  as  much  as  you  thought  you  would  lose  through 
this  consolidation.  Is  that  right? 
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Admiral  Moore.  No,  sir,  that  is  not  correct.  If  I  said  that — I  don't 
believe  I  said  that.  This  is  not  an  easy  topic,  but  I  think  it  was  said 
pretty  well  by  the  senior  GAO  representative.  We  have  inside  of 
the  fund  that  funds  the  Defense  Printing  Service  incurred  losses. 
Those  losses,  however,  have  been  offset,  more  than  offset  by  the 
fact  that  our  customers  have  not  had  their  prices  increased,  instead 
have  had  their  prices  decreased,  and  the  net  of  that  is  the  savings 
that  we  are  reporting. 

We  made  a  strategic  decision,  and  there  are  some  who  would 
quarrel  that  we  should  not  have  made  it.  But  we  decided  not  to  re- 
quire the  customers  to  pay  the  prices  that  they  had  previously 
been  paying,  but  we  reduced  their  prices  because  we  anticipated 
the  capability  to  deliver  the  printing  service  at  a  lower  rate  than 
previously. 

When  we  did  that,  we  automatically  said  that  for  an  interim 
period — and  we  projected  it  to  be  2  years;  it  actually  is  going  to  end 
up  being  18  months — that  we  would  be  in  a  loss  position  inside  of 
the  Printing  Service  itself.  It  is  kind  of  like  the  businessman  who 
has  a  loss  leader. 

The  Chairman.  Well,  you  have  had  testimony  this  morning  that 
on  your  printing — you  say  you  are  having  a  loss  leader.  I  don't 
know  the  fellow  that  has  a  loss  leader — one  that  comes  to  mind  is  a 
grocery  store,  but  they  put  the  sugar  on  one  aisle  and  the  bread  on 
another  aisle  and  the  coffee  on  another  aisle.  You  have  got  to  go 
through  all  the  store  to  get  to  that  loss  leader. 

Now,  do  you  have  a  store  that  people  can  all  go  through  be- 
cause  

Admiral  Moore.  No,  sir.  I  guess  I  meant  the  term  in  terms  of  the 
time  period  involved,  not  in  terms  of  the  aisles. 

The  Chairman.  Well,  I  don't  know  anything  about  a  loss  leader. 
You  didn't  have  to  lose  that  money.  You  could  put  it  through  GPO 
as  contracts  and  have  saved — you  have  already  chalked  up  that  as 
of  May  31.  This  fiscal  year,  DPS  chalked  up  an  $18  million  loss. 
What  is  your  loss  projection  for  1993? 

Admiral  Moore.  Our  loss  projection  for  1993  is  inside  of  the  in- 
dustrial fund,  which  finances  the  operation  of  the  Defense  Printing 
Service,  and  I  will  have  to  check  this  number,  but  I  believe  it  is  $21 
million  at  the  end  of  the  year,  offset  by  the  reduction  in  pricing  to 
our  customers  which  resulted  in  less  appropriated  funding,  more 
than  offset,  offset  by  $42  million  less  lower  prices  to  our  customers 
and  less  appropriated  funding.  And  that  is  how  I  come  up  with  the 
net  of  $20.6  million. 

The  Chairman.  Loss? 

Admiral  Moore.  No,  sir.  No,  sir.  Net  saving. 

The  Chairman.  That  is  profit? 

Admiral  Moore.  Yes,  sir,  net  savings  of  $20.6  million. 

The  Chairman.  That  is  awful  hard.  Your  pencil  is  sharper  than 
mine. 

Admiral  Moore.  I  doubt  it,  Mr.  Chairman. 

The  Chairman.  The  DPS  actual  loss  for  the  first  6  months  of  op- 
eration is  $6.3  million,  and  the  projected  loss  for  1993  is  $15.1  mil- 
lion; thus,  the  savings  to  DOD  from  April  of  1992  through  Septem- 
ber of  1993  are  projected  to  be  $20.6  million,  $42  million  savings  to 
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the  services  and  DOD,  less  the  projected  DPS  loss  for  the  first  18 
months  of  $21.4  million. 

Now,  is  that  statement  correct? 

Admiral  Moore.  Yes,  sir.  You  are  reading  from  something  I  pre- 
pared. 

The  Chairman.  That  is  correct.  I  just  want  to  know  if  there  is  a 
loss  of  $21.4  million. 

Admiral  Moore.  My  only  comment  is  that  it  is  offset  by  the 
lower  prices  in  the  appropriated  funds. 

The  Chairman.  Well,  what  if  you  had  started  with  the  Govern- 
ment Printing  Office,  GPO,  and  not  done  all  this  and  these  people 
wouldn't  be  here  testifying  and  we  wouldn't  be  having  this  meet- 
ing? We  would  have  jobs  out  there;  they  wouldn't  be  laying  off.  But 
what  you  have  done  now,  you  have  gone  into  business  in  competi- 
tion with  the  Government  Printing  Office. 

Now,  I  don't  quarrel  with  you,  as  I  have  told  you,  about  secret 
and  even  sensitive,  but  you  have  allowed  GPO  to  print  some  sensi- 
tive documents.  So  I  don't  know  why  sensitive  documents  couldn't 
be  printed  there  on  others,  because  the  one  that  you  allowed  them 
to  print  was  very  sensitive  to  the  Navy. 

It  just  appears  to  me  that  with  all  the  equipment  that  was  laid 
out  here  this  morning,  the  180,000-some-odd-thousand  for  36  pieces, 
it  just  seems  to  me  that  you  are — and  you  don't  have  to  worry 
about  making  a  profit.  You  don't  have  to  worry  too  much  about 
where  you  get  your  money.  We  just  keep  feeding  it  to  you.  And  the 
loss  is  there,  and  we  keep  trying  to  instruct  through  the  Appropria- 
tions Committee,  and  your  answers  were  no,  no,  no,  all  down  the 
line  as  it  related  to  the  instructions  for  the  Appropriations  Com- 
mittee that  you  haven't  followed  through  on. 

Now,  somewhere  along  the  line,  Admiral — I  hate  to  be  in  the  po- 
sition of  fussing  at  you,  and  I  don't  want  to.  But  I  have  a  responsi- 
bility of  trying  to  put  a  chink  in  the  armor  of  the  expenditure  of 
taxpayers'  dollars.  And  here  is  an  obvious — it  just  is  obvious  as  the 
nose  on  my  face,  which  some  people  say  is  more  obvious  than 
others.  But  where  you  are  hurting  not  only  the  small  businessmen 
out  there,  and  women,  that  you  are  not  only  hurting  the  Govern- 
ment Printing  Office  by  its  reduction,  but  it  is  really  not  necessary 
for  you  to  have  this  vast  printing  operation  there,  consolidated 
under  the  Defense  Printing  Services. 

This  is  just  something  that  is  very  difficult  for  me  to  swallow  and 
to  understand  why  it  is  there.  You  are  going  to  be  here  long  after  I 
am  gone.  That  is  just  like,  you  know — so  if  I  don't  do  something 
now,  then  later  on  it  is  going  to  be  there  and  keep  on  growing.  It 
will  just  stay,  as  I  see  it.  So  my  time  is  limited.  You  know,  my  time 
is  limited.  So  I  want  to  do  the  job  that  I  can  to  get  where  I  can. 

Where  are  the  individual  printing  services  losing  $40  million  a 
year  before  the  consolidation? 

Admiral  Moore.  Sir,  I  don't  have  that  data  with  regard  to  the 
Army  and  the  Air  Force.  They  were  not  industrially  funded.  They 
were  not  customer  account-funded.  They  were  funded  by  appropri- 
ated or  mission  funding  for  the  most  part,  and  so  there  really 
wasn't  any  concept  of  profit  or  loss  in  those  Army,  Air  Force,  and 
DLA  accounts.  The  Navy  Printing  Service,  which  was  the  predeces- 
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sor  of  DPS,  which  was  a  customer-funded  account,  was  not  in  a  loss 
position  prior  to  consolidation,  to  the  best  of  my  knowledge. 

The  Chairman.  Well,  they  were  not  in  the  business  themselves 
of  trying  to  print  for  other  agencies.  They  were  just  trying  to  print 
for  their  portion  of  the  military,  weren't  they? 

Admiral  Moore.  Are  you  referring  to  the  Army  and  Air  Force? 

The  Chairman.  And  all  the  others  that  you  have  now  consolidat- 
ed under  the  DPS? 

Admiral  Moore.  Sir,  I  can't  say  for  certain  that  there  were  no 
instances  where  the  other  services  were  not  printing  for  other 
agencies  of  the  Government.  There  may  well  have  been. 

The  Chairman.  I  am  sure  that  you  are  aware  of  the  defense  per- 
formance review  process  being  conducted  at  DOD.  We  have  been 
provided  with  a  draft  copy  dated  July  8,  1993.  Back  in  Appendix  C, 
under  "Specific  Outsourcing  of  Candidates,"  is  a  document  entitled 
"Navy  Outsourcing  Candidates."  Under  the  remarks  section,  it 
says,  "The  Navy  Printing  and  Publishing  Service,  NPPS,  today  all 
work  is  lodged  in  NPPS  which  is  motivated  to  keep  as  much  work 
as  possible  in-house  in  order  to  keep  its  equipment  fully  utilized 
and  to  spread  out  its  overhead  costs.  Industrial  funding  is  supposed 
to  give  users  incentives  to  be  more  prudent  in  their  spending  by 
making  their  costs  explicit.  But  the  consolidation  has  removed  the 
benefits  of  competitive  shopping  by  the  services."  Now,  that  is — 
"and  GAO  has  included  Government  printing  on  its  list  of  func- 
tions with  high  potential  for  A-76  savings,"  which  is  private  pro- 
curement. 

Now,  under  the  section  entitled  "Potential  Roadblock,"  it  says, 
"Potential  Roadblock:  Congressional  roadblock  could  come  from 
Joint  Committee  on  Printing" — there  we  go — "who  has  jurisdiction 
over  establishment  and  administration  of  the  printing  and  distribu- 
tion policy  for  the  Federal  Government." 

Now,  do  you  want  to  explain  that  roadblock  to  me? 

Admiral  Moore.  Sir,  I  will  be  happy  to  comment  on  this,  but  I 
was  not  a  part  of  its  creation.  The  defense  performance  review,  as 
a  part  of  the  Vice  President's  national  performance  review,  was 
performed  by  some  ad  hoc  groups  that  were  put  together  in  a 
rather  rapid  way,  and  I  was  aware  of  this  recommendation,  al- 
though I  had  not  seen  the  specific  one.  But  I  believe  what  this 
says 

The  Chairman.  Is  the  analysis  inaccurate? 

Admiral  Moore.  I  would  challenge  some  parts  of  the  analysis 
with  regard  to  the  motivations  of  the  Defense  Printing  Service,  but 
I  think  that  the  conclusion  that  we  ought  to  look  at  contracting  out 
all  Government  printing,  including  DPS,  is  probably  a  pretty  good 
idea.  And  we  ought  to  go  back  and  do  a  zero-based  analysis  of  do 
we  need  DPS,  do  we  need  the  Government  Printing  Office,  do  we 
need  anything?  Why  don't  we  look  at  contracting  out  the  whole 
thing? 

The  Chairman.  We  are  contracting  out  as  much  as  we  can,  I 
think  all  we  possibly  can,  and  that  is  what  I  am  trying  to  get  you 
to  do.  That  ought  to  be  kind  of,  I  think,  a  known  fact  that  I  am 
trying  to  get  contracting  out,  outsourcing,  whatever  you  want  to 
call  it,  to  these  small  private  business  people,  the  minority  business 
folks  out  there,  at  roughly  50  percent,  as  GAO  said,  a  60  percent 


46 

savings.  It  just  means  something  to  a  lot  of  folks,  but  it  ought  to 
give  you  a  little  bit  of  a  feeling  that  you  are  not  spending  any  more 
of  the  taxpayers'  dollar  than  you  actually  have  to.  So  it  is  very 
troublesome  to  me. 

Is  DPS  seeking  or  does  it  want  authority  to  directly  procure 
printing  from  the  private  sector? 

Admiral  Moore.  We  are  not  seeking  it.  That  certainly  is  an 
option  that  if  you  did  a  zero-based  review  of  how  we  acquire  print- 
ing for  the  Government  that  I  think  you  would  want  to  look  at. 

The  Chairman.  I  have  written  to  the  Appropriations  Committees 
and  the  Armed  Services  Committees  of  both  houses,  asking  that 
DPS  be  required  to  spend  50  percent  of  its  funds  available  in  fiscal 
year  1994  for  printing  and  publishing  through  the  Government 
Printing  Office.  If  this  language  is  included,  do  you  think  that  you 
could  comply  with  it? 

Admiral  Moore.  Sir,  I  think  there  would  be  some  definitional 
issues.  I  am  not  trying  to  be  troublesome  here,  but  just  let  me  give 
you  one  example. 

The  revenues  of  the  Defense  Printing  Service,  which  this  year 
are  about  $360  million,  include  some  categories  which  I  think  we 
would  want  to  take  out  before  we  applied  any  percentage  as  a  goal, 
or  I  would  certainly  recommend  it.  For  example,  some  $25  to  $27 
million  of  that  revenue  is  a  program  called  cost  per  copy,  where, 
through  the  General  Services  Administration,  we  put  office  copiers 
in  various  locations  and  then  pay  by  the  copy  for  the  installation  of 
that  equipment.  It  doesn't,  in  my  judgment,  have  anything  to  do 
with  printing  or  duplicating,  and  so  I  think  you  would  want  to  go 
examine  the  categories  of  revenue  and  then  take — you  know, 
decide  which  ones  didn't  belong.  And  I  have  not  done  that  kind  of 
analysis,  and  so,  therefore,  I  am  not  in  a  position  to  talk  to  wheth- 
er the  50  percent  would  be  a  problem  or  not  a  problem. 

I  believe  you  had  a  longer-term  percentage  in  there  which,  if  I 
have  seen  the  proper  language,  was  80  percent  after  a  period  of 
time.  And  there  is  no  question  that  we  would  view  that  as  a  diffi- 
culty. 

But  I  would  like  to  come  back  to  one  point,  if  I  could,  Mr.  Chair- 
man. I  don't  think  we  have  a  difference  between  the  committee 
and  us  with  regard  to  the  goal  here.  The  goal  is  to  try  to  find  the 
least  expensive  way  or  the  best-value  way  to  do  this  business.  I 
think  there  is  a  difference  of  opinion  as  to  whether — as  to  the  stud- 
ies that  have  gone  on  and  what  they  have  demonstrated. 

I  keep  coming  back,  because  it  is  the  only  thing  I  know  to  anchor 
this  thing,  to  the  study  done  last  year  jointly  by  DPS  and  the  Gov- 
ernment Printing  Office  which  reached  some  conclusion.  We  are 
executing  to  those  conclusions. 

Now,  I  am  disappointed  that  the  Government  Printing  Office  yes- 
terday disavowed  that  study  some  9  or  10  months  after  it  was  com- 
pleted. But 

The  Chairman.  The  committee  itself  disavowed  that  some  time 
ago,  Admiral.  I  don't  know  why  you 

Admiral  Moore.  Sir,  I  don't  have  any  correspondence  from  you 
that  says  that. 

The  Chairman.  We  will  get  that  to  you. 
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Admiral  Moore.  I  have  seen  correspondence  by  the  then  staff  di- 
rector of  the  committee  which  took  issue  with  some  of  the  findings 
in  it,  but  I  don't  believe  the  words  "disavow  the  study"  appear  in 
that. 

The  Chairman.  Well,  I  don't  know  much  difference  between 
taking  exception  and  disavowing.  If  you  take  exception  to  it, 
you 

Admiral  Moore.  Well 


The  Chairman.  You  are  really  not  saying  that  you  agree  with  it. 

Admiral  Moore.  Sir,  I  have  seen  the  correspondence  that  was 
just  handed  to  me,  and  I  did  not  read  it — perhaps  I  am  not  sensi- 
tive enough  to  the  language,  but  I  didn't  read  it  as  disavowing  the 
study. 

The  Chairman.  Well,  if  I  disagree  with  you  or  disagree  with  cer- 
tain portions  of  it,  the  committee  was  taking  exception  to  it, 
anyhow.  We  were  taking  exception  to  that  portion  of  it. 

Admiral  Moore.  All  right,  sir. 

The  Chairman.  But,  anyhow 

Admiral  Moore.  But  we  in  good  faith,  sir,  were  trying  to  execute 
it  because  we  thought  it  was  the  only  thing  to  which  there  had 
been  some  level  of  agreement  between  the  various  parties  who 
keep  having  disagreements  on  this  issue. 

The  Chairman.  Well,  Admiral,  you  are  critical  of  the  GAO  eval- 
uation of  the  Washington  area  DPS/GPO  costs.  What  would  you 
call  a  creditable  study? 

Admiral  Moore.  Well,  I  certainly  call  the  study  done  last  year  a 
creditable  study.  Now,  I  understand  we  have  a  difference  on  that 
point,  and  I  certainly  won't 

The  Chairman.  You  say  you  call  it  a  creditable  study? 

Admiral  Moore.  I  do  call  it  a  creditable  study,  yes,  sir.  The  one 
done  last  year  between  GPO  and  DPS,  I  still  believe  that  to  be  a 
creditable  study. 

The  Chairman.  Well,  but  you  don't  believe  that  the  GAO  evalua- 
tion is  a  creditable  study? 

Admiral  Moore.  No,  sir,  because  by  GAO's  own  statement,  it  is 
not  necessarily  representative  and  not  protectable. 

Now,  I  need  to  make  a  couple  of  points  clear,  though.  The  GAO 
conclusions  with  regard  to  the  effectiveness  of  sending  printing  for 
procurement  through  the  GPO,  we  have  no  disagreement  with 
that.  We  agree  with  it.  In  fact,  that  is  what  the  DPS/GPO  study 
said  last  year.  I  would  point  out  to  you  that  the  vast  majority  of 
the  savings  projected  by  the  GAO  study  were  in  the  category  of 
printing. 

Now,  I  am  not  going  to  argue  with  you  on  printing  versus  dupli- 
cating except  as  a  convenient  way  to  look  at  the  universe.  I  am  not 
going  to  argue  with  you  that  one  is  covered  by  Title  44  and  one 
isn't.  I  don't  think  those  are  the  relevant  questions.  I  think  the  rel- 
evant questions  are:  Where  can  we  save  money? 

Now,  in  the  GAO  study,  what  they  said  was  that  of  their  whole 
universe  that  they  looked  at,  you  could  save  $107,000  in  printing 
and  under  $9,000  in  duplicating.  I  think  that  the  GAO  study,  al- 
though I  have  some  heartburn  with  some  aspects  of  it,  particularly 
its  lack  of  being  representative  and  being  protectable,  is  not  totally 
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at  variance  with  what  we  came  up  with  last  year  in  the  DPS/GPO 
study. 

There  are  many  other  aspects  of  the  GAO  study  that  I  found  en- 
couraging. They  validated  some  things  like  our  difficult  environ- 
ment, the  fact  that  we  are  not  increasing  customer  prices,  as  I  indi- 
cated to  you  earlier;  the  fact  that  we  have  made  considerable 
progress  in  staff  reductions,  equipment  reductions,  and  site  reduc- 
tions; the  fact  that  we  have  had  very  limited  equipment  purchases 
in  the  last  IV2  years;  and  the  fact  that  we  are  doing  very  limited 
work  for  others  for  non-DOD  activity. 

So  I  would  suggest  to  you  that  the  GAO  study  in  many  ways  con- 
firms information  that  we  have  been  providing  in  my  statement 
and  otherwise  to  the  committee  and  its  staff. 

The  Chairman.  Admiral,  you  talk  about  reduction  in  staffing. 
How  many  of  the  reduced  number  were  already  vacant  slots? 

Admiral  Moore.  Let  me  give  you  some — I  will  answer  that,  sir, 
very  crisply,  but  we  started  out  with  3,694  billets  that  were  author- 
ized; when  we  put  all  of  the  activities  together  of  the  Army,  Navy, 
Air  Force,  and  DLA,  3,694.  We  are  today  or  will  be  soon  at  about 
2,813,  which  is  our  goal  by  the  end  of  the  year,  a  reduction  of  about 
900  billets. 

At  the  time  we  assumed  responsibility  for  the  other  services, 
some  224 — and  I  will  check  that  number,  but  that  is  very  close — 
were  vacant  at  the  time  that  we  assumed  it. 

Now,  I  think  we  had  the  good  sense  not  to  fill  those  vacant  bil- 
lets and  then  reduce  them,  but  there  were  some  vacant  billets. 

The  Chairman.  Well,  but  you  are  taking  credit  for  a  reduction 
that  was  not  there  to  reduce.  You  know,  I  have  been  in  this  politi- 
cal game  for  a  long  time.  You  have  a  lot  of  employees.  You  are 
budgeted  for  45  employees  on  X  committee.  Well,  if  you  only  hire 
42,  you  know,  you  have  been  able  to  cut  3  with  the  3  vacant  slots. 
So  you  are  able  to  give  some  more  money  to  others  because  you 
don't  fill  this. 

I  understand  what  is  going  on,  but  of  the  881  or  891,  as  I  quickly 
figure  up  here — it  looks  like  it  is  about  881,  something  like  that. 

Admiral  Moore.  Yes,  sir. 

The  Chairman.  A  good  many  of  those  were  vacant  slots  that  you 
are  taking 

Admiral  Moore.  A  little  over  200. 

The  Chairman.  A  little  over  200. 

Admiral  Moore.  So  I  guess  if  you- 


The  Chairman.  A  quarter  of  them,  basically,  were- 


Admiral  Moore.  Well  if — fine.  We  will  take  credit  for  600  instead 
of  800. 

The  Chairman.  And  that  will  be  fine.  That  will  be  fine.  I  want  to 
give  you  all  the  credit  you  deserve,  and  maybe  some  that  you  don't. 
I  would  like  for  it  to  be  returned.  You  know,  it  is  a  two-way  street 
around  here. 

Now,  let  me  ask  you  this  question:  What  about  the  GAO  says 
that  you  are  not  sending  all  of  what  is  considered  printing  to  GPO? 
That  is,  you  don't  include  high-volume  duplicating  in  this  category? 
I  thought  we  had  a  pretty  good  explanation  of  the  difference  be- 
tween printing  and  duplicating,  which  was  zero,  according  to  the 
statement  we  had  earlier. 
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Admiral  Moore.  Well,  again,  I  don't  want  to  quarrel  in  any 

The  Chairman.  Well,  take  exception,  then.  Don't  quarrel. 

Admiral  Moore.  All  right.  I  don't  want  to  take  exception  in  any 
substantive  way  with  the  importance  of  the  distinction  between 
printing  and  duplicating,  except  that  it  has  been  a  useful  categori- 
zation in  some  of  these  studies  and  has  continued  to  be  used. 

There  are  distinctions  in  the  regulations  of  the  joint  committee 
and  in  some  prior  correspondence  between  duplicating  and  print- 
ing, and  it  usually  boils  down  to  5,000  copies  of  one  page  or  25,000 
in  the  aggregate  has  been  a  distinction.  But  notwithstanding  that, 
there  were  some  difficulties  in  the  GAO  report,  and  this  was  re- 
ported to  me  for  the  first  time  yesterday  in  connection  with  my 
review  with  GAO  of  printing  jobs  classified  as  duplicating.  That  is 
troublesome  to  me.  I  am  going  to  look  at  that.  We  were  aware  of 
that  kind  of  problem.  It  is  an  accounting  systems  problem  that  we 
are  committed  to  fix. 

We  are  not  sending  all  of  our  printing  work,  however,  to  GPO, 
and  we  have  not  ever  said  that  we  were  sending  all  of  our  printing 
work  to  GPO. 

The  Chairman.  You  said  that  earlier  in  the  questions,  and  I 
have — a  couple  more  questions  and  then  I  will  quit.  There  may  be 
some  questions  I  want  to  submit  to  you  in  writing  and  ask  you  to 
respond  in  a  timely  manner,  if  you  will. 

What  is  the  current  projected  loss  for  DPS  during  fiscal  year 
1993? 

Admiral  Moore.  Mr.  Chairman,  I  believe  that  it  is  $21.4  million 
in  the  industrial  fund,  offset  by  $42  million  in  reduced  prices  to  our 
customers,  for  a  net  profit  of  $20.6  million.  The  statement  you  read 
a  few  moments  ago  was  basically  the  same  as  I  just  gave. 

The  Chairman.  All  right.  So  there  is  not  a  loss. 

Admiral  Moore.  There  is  not  a  loss.  That  is  correct. 

The  Chairman.  What  is  the  projected  profit,  then,  for  1994? 

Admiral  Moore.  For  1994,  we  project  to  break  even;  that  is,  that 
our  revenues  will  cover  our  costs.  And  we  are  not  supposed  to 
make  a  profit. 

The  Chairman.  Does  that  include  a  rate  increase? 

Admiral  Moore.  Sir,  I  can't  put  my  hands  on  whether  we  have 
projected  a  rate  increase  for  1994  or  not.  I  can  tell  you  that  we  did 
not — we  had  a  rate  decrease  in  1993,  and — I  am  sorry.  I  am  expect- 
ing a  1.5  percent  rate  increase  in  1994. 

The  Chairman.  Have  you  taken  into  consideration  the  latest 
round  of  military  reductions  and  base  closings  in  these  projections? 

Admiral  Moore.  Yes,  sir.  But  I  take  on  board  the  statement 
made  by  the  General  Accounting  Office  that  we  have  not  done  an 
analysis  of  what  should  be  the  core  capability  of  the  Defense  Print- 
ing Service.  I  believe  we  need  to  do  that.  And  I  believe  we  need  to 
take  that  into  consideration. 

When  I  say  I  think  we  have  done  it,  DOD  has  come  down  by 
about  25  percent,  and  the  Defense  Printing  Service  has  come  down 
by  about  25  percent.  And  on  a  superficial  basis,  I  would  say  that 
sounds  about  right.  But  I  think  there  is  more  to  the  analysis  than 
we  have  done  by  way  of  assuring  that  we  have  the  right  core  capa- 
bility identified,  and  I  intend  to  get  into  that  as  quickly  as  I  can 
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and  see  if  we  can't  develop  an  analysis  that  would  help  to  support 
our  contention  of  what  size  we  ought  to  be. 

The  Chairman.  What  were  the  questions  that  the  GAO  said  they 
requested  in  February  and  hadn't  gotten  answers  yet?  Can  you 
help  them  with  their  answers? 

Admiral  Moore.  Sir,  I  may  be  able  to.  They  related  to  the 

The  Chairman.  I  mean,  not  now  but  just  be  sure  that  they  get 
those  answers  so  they  can  be  factored  into  their  report. 

Admiral  Moore.  Sir,  I  will  be  happy  to  get  a  hold  of  the  right 
people  in  DOD.  This  is  not  my  responsibility,  this  particular  pro- 
gram, the  JCALS  program,  but  I  will  certainly  do  whatever  I  can 
by  lending  my  good  offices  to  get  a  response. 

The  Chairman.  I  remember  when  I  was  in  the  service,  and  if  an 
admiral  talked  to  me,  I  would  snap. 

Admiral  Moore.  Sir,  we  will  see  if  that  still  works. 

The  Chairman.  I  believe  it  will.  I  thank  you  for  being  here 
today.  There  may  be  some  questions  from  other  members  of  the 
committee.  I  think  Vice  Chairman  Rose  may  have  some  additional 
questions.  I  have  asked  several  of  his  this  morning,  and  there  may 
be  some  others.  But  we  do  thank  you,  and  we  look  forward  to  work- 
ing very  closely  with  you.  We  may  get  to  be  on  a  first-name  basis. 

Admiral  Moore.  Mr.  Chairman,  thank  you  very  much. 

The  Chairman.  Thank  you,  Admiral. 

[The  prepared  statement  and  other  documents  prepared  by  Ad- 
miral Moore  follow:] 

Prepared  Statement  of  Rear  Admiral  Moore 

introduction 

Good  morning,  Mr.  Chairman  and  members  of  the  committee.  I  am  Rear  Admiral 
Bob  Moore,  Commander,  Naval  Supply  Systems  Command.  I  welcome  the  opportuni- 
ty to  appear  before  you  to  discuss  the  size  and  cost  of  the  Defense  Printing  Service 
(DPS).  DPS  is  a  subordinate  activity  of  my  command. 

BACKGROUND 

The  Secretary  of  Defense  directed  the  consolidation  of  DOD  printing  with  the  Sec- 
retary of  the  Navy  as  the  single  manager,  a  responsibility  executed  through  my 
command.  The  Defense  Printing  Service  was  established  on  April  6,  1992. 

RESULTS 

During  the  last  15  months,  DPS  has  aggressively  moved  to  eliminate  excess  capac- 
ity, streamline  operations,  and  reduce  costs  to  the  customer.  Specifically: 

•  Personnel  authorized  have  been  reduced  from  3,694  to  a  projected  2,813 
by  the  end  of  FY  1993,  exceeding  the  consolidation  goal  of  284  by  almost 
600  people  and  resulting  in  a  24  percent  reduction  in  the  total  DPS  work- 
force. Our  projection  is  based  on  recent  early  retirement  authority  for  425 
people  that  will  be  fully  exercised  by  DPS  employees. 

•  Of  the  350  DPS  sites  in  operation  at  time  of  consolidation,  41  sites  have 
been  downgraded  or  closed.  Seventeen  of  these  sites  were  printing  plants. 

•  More  than  650  different  equipments  have  been  eliminated  as  excess. 

•  Payroll  has  been  centralized. 

•  Organizational  and  accounting  structures  have  been  standardized. 

•  Production  standards  have  been  instituted. 

•  All  DOD  printing  and  duplicating  now  is  obtained  through  customer- 
funded  reimbursable  orders. 

•  Savings  to  DOD  of  $20.6  million  will  be  realized  by  the  end  of  this  fiscal 
year — ahead  of  our  projected  savings  under  consolidation. 
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Despite  these  successes  and  clear  movement  to  reduced  size  and  capacity,  some 
outside  of  DOD  remain  concerned  on  the  direction  of  DPS.  It  is  my  sincere  hope 
that  my  appearance  here  will  alleviate  these  concerns.  Let  me  state  it  as  plainly  as 
I  know  how.  DPS  wants  to  provide  the  best  value  product  to  DOD,  and  in  doing  so, 
provide  the  taxpayer  the  best  return  on  their  tax  dollars. 

Despite  this  philosophy,  there  have  been  a  number  of  issues  raised  concerning 
DPS  and  its  performance.  In  the  interest  of  dealing  with  these  concerns  as  to  our 
purpose  and  direction,  I  would  like  to  address  the  most  important  of  these  issues. 


Issue.  Can  substantial  savings  for  the  taxpayer  be  achieved  if  the  Department  of 
Defense  obtains  printing  and  duplicating  through  the  Government  Printing  Office 
(GPO)  instead  of  performance  of  part  of  the  work  in-house? 

Answer.  This  is  the  fundamental  issue  which  we  all  want  to  resolve.  Over  the 
years  there  has  been  much  controversy  over  whether  GPO  is  the  most  economical 
source  of  printing  and  duplicating  services.  Last  year,  after  hearings  held  by  this 
committee  again  reviewed  this  question,  a  significant  effort  was  made  to  get  the 
facts  and  chart  a  course  of  action  based  on  them.  This  effort  was  a  joint  GPO/DPS 
cost  comparison  analysis  study.  It  was  chartered  by  the  staff  director  of  this  commit- 
tee, my  predecessor  as  commander,  Naval  Supply  Systems  Command,  and  the 
deputy  comptroller  of  the  Department  of  Defense.  We  all  wanted  to  determine  as 
definitively  as  possible  the  most  economical  course  of  action. 

The  results  of  this  study — reported  to  the  above  officials  in  September  1992 — was 
as  follows: 

•  In  the  area  of  printing,  GPO  procurement  was  less  expensive,  in  the 
aggregate,  by  approximately  53  percent. 

•  In  the  area  of  duplicating  (defined  as  25,000  or  less  units),  DPS  was  less 
expensive,  in  the  aggregate,  by  approximately  11  percent. 

Based  on  these  findings,  the  joint  study  recommended  that: 

•  DPS  maximize  the  amount  of  printing  work  sent  to  GPO  for  procure- 
ment. 

•  DPS  not  retain  any  printing  work  in-house  other  than  work  of  a  classi- 
fied or  otherwise  administratively  sensitive  nature  or  quick  turnaround 
type  work,  together  with  a  minimum  amount  of  production  for  workload 
leveling  purposes. 

•  Additional  assignment  of  printing  work  from  DPS  to  GPO  procurement 
begin  immediately,  and  be  phased  in,  consistent  with  the  timeframe  of  the 
DPS  consolidation  effort. 

This  joint  study  was  signed  by  all  parties,  including  the  Deputy  Public  Printer 
who  forwarded  it  to  the  chartering  officials. 

We  believe  that  this  report  was  a  landmark  event  both  in  terms  of  cooperation 
between  DPS  and  GPO  and  in  wrestling  to  the  ground  the  issue  of  how  to  save  tax- 
payer money. 

We  are  executing  the  recommendations  of  the  joint  study: 

•  We  are  sending  to  GPO  for  procurement  printing  work  except  in  the 
categories  recognized  in  the  joint  study  (currently  about  72  percent  of  print- 
ing is  sent  to  GPO,  up  by  about  12  percent  from  1  year  ago). 

•  Printing  work  retained  in-house  as  a  prudent  aspect  of  utilizing  excess 
capacity  while  downsizing,  will  be  eliminated  by  the  end  of  this  fiscal  year. 

•  Duplicating  work  generally  is  being  retained  in-house,  consistent  with 
the  joint  conclusions. 

In  summary,  we  believe  we  have  been  very  sensitive  to  the  mandate  to  do  our 
printing  and  duplicating  at  the  lowest  possible  cost  to  the  taxpayer  and  that  the 
savings  to  the  taxpayer  are  being  achieved  by  executing  the  recommendations  of  the 
joint  GPO/DPS  study. 

Issue.  Is  DPS  expanding  its  customer  base,  retaining  work  in-house  that  should 
properly  go  to  GPO,  and  in  turn  damaging  the  private  printing  industry? 

Answer.  As  noted  above,  there  has  been  a  steady  increase  in  the  percentage  of 
printing  work  sent  to  GPO  for  procurement  over  the  past  year.  At  the  same  time, 
the  amount  of  work  retained  in-house  has  declined.  In  the  first  6  months  after  con- 
solidation (April-September  1992),  in-house  printing  was  45  percent  of  total  printing 
revenue  and  in  the  most  recent  6  month  period  (December  1992-May  1993),  in-house 
printing  was  27  percent  of  total  printing  revenue,  a  decline  of  18  percent  between 


52 

these  time  periods.  Looked  at  another  way,  DOD  printing  procured  through  GPO 
increased  by  59  percent  between  these  two  time  periods. 

We  expect  the  trend  toward  increased  printing  work  under  GPO  contracts  to  con- 
tinue as  we  eliminate  excess  capacity  identified  in  our  consolidation.  As  noted 
above,  we  expect  to  have  completed  this  by  the  end  of  this  fiscal  year  for  the  cur- 
rent workload  projection.  Another  indication  of  our  reduced  in-house  capacity  in  the 
data  I  previously  noted — a  24  percent  reduction  in  the  workforce  and  substantial 
reductions  in  DPS  sites  and  equipments. 

With  regard  to  expansion  of  the  customer  base,  it  is  our  policy  that  new  business 
will  not  be  solicited  or  accepted  from  non-DOD  activities.  Existing  arrangements 
with  such  activities  are  the  exceptions — less  than  $1.5  million  in  revenue  in  FY  1993 
or  Vz  of  1  percent  of  total  revenue.  These  arrangements  involve  continued  work  for 
long-standing  customers  who  have  not  yet  been  successful  in  obtaining  economical 
alternate  sources  for  their  work.  My  predecessor  issued  clear  policy  direction  in  this 
regard  and  my  command's  inspector  general  has  verified  compliance  in  subsequent 
reviews  at  affected  activities. 

I  have  seen  many  reports  that  the  private  printing  industry  is  concerned  with 
what  they  perceive  to  be  expansion  of  DOD  printing  services.  I  hope  the  facts  out- 
lined above  help  to  allay  these  concerns  but  there  is  little  I  can  do  to  alter  the  fact 
that  total  demand  for  printing  services  in  DOD  has  declined  markedly  in  the  last  2 
years.  At  the  time  of  consolidation  just  15  months  ago,  it  was  estimated  that  FY 
1993  DPS  revenues  would  be  $499.8  million.  These  revenues  are  now  projected  at 
$363.2  million.  Both  include  procurement  through  GPO.  This  27  percent  decline  is 
attributed  to  the  overall  downsizing  of  the  Department  of  Defense  but  also  results 
from  factors  such  as  expansion  of  the  use  of  electronic  media  and  conservation  of 
printed  materials. 

Some  of  the  reports  I  have  seen  lead  private  sector  printers  to  believe  that  DOD  is 
producing  $500  million  a  year  in  printing  in-house  which  could  be  done  substantial- 
ly cheaper  in  the  private  sector.  In  fact,  in-house  printing  in  FY  1993  is  expected  to 
be  $58  million.  Although,  I  can  appreciate  the  concern  of  the  private  printing  indus- 
try, the  fact  is  that  there  is  less  DOD  printing  work  to  be  don  and  we  are  moving  as 
rapidly  as  we  can  to  do  the  maximum  possible  amount  of  it  through  GPO  procure- 
ment. 

Issue.  Is  DPS  saving  $14  million  as  projected  by  the  DOD  or  losing  $28  million  as 
contended  by  some  observers? 

Answer.  In  1991,  it  was  estimated  that  the  workload  of  the  Army,  Air  Force,  and 
Defense  Logistic  Agency  (DLA)  could  be  accomplished  for  $28  million  per  year  less  if 
priced  at  the  rate  of  the  Navy  Publication  and  Printing  Service  (NPPS),  the  prede- 
cessor organization  of  DPS.  When  DPS  was  formed  with  Navy  as  the  single  manag- 
er, this  amount  was  targeted  as  savings  and  was  reflected  in  the  DOD  budget.  Our 
intent  was  to  cut  costs  rather  than  fund  excess. 

DPS  started  with  a  planned  $42  million  loss  for  the  first  18  months  of  operation 
since  prices  were  not  raised  to  the  level  needed  to  cover  the  operating  costs  that 
were  transferred  from  Army,  Air  Force,  and  DLA.  The  purpose  of  this  approach  was 
to  give  DPS  the  incentive  to  reduce  in-house  costs  to  the  level  of  revenue  generated 
and  to  provide  an  immediate  savings  to  the  Services  and  DLA.  The  strategy  worked. 
The  DPS  actual  loss  for  the  first  6  months  of  operation  is  $6.3  million  and  the  pro- 
jected loss  for  FY  1993  is  $15.1  million.  Thus,  the  savings  to  DOD  from  April  1992 
through  September  1993  are  projected  to  be  $20.6  million  ($42  million  savings  to  the 
Services  and  DLA  less  the  projected  DPS  loss  for  the  first  18  months  of  $21.4  mil- 
lion). 

In  short,  we  are  ahead  of  our  projected  savings  of  $14  million  by  the  end  of  FY 
1993  and  confidently  expect  to  achieve  the  targeted  savings  at  $132  million  over  the 
period  FY  1993-97.  This  is  all  the  more  remarkable  in  view  of  the  decline  in  reve- 
nues noted  above. 

Issue.  How  does  DPS  explain  a  recent  GAO  pricing  study  which  concluded  that  on 
the  average  printing  services  through  GPO  would  be  more  than  50  percent  less  ex- 
pensive than  the  same  services  through  DPS? 

Answer.  We  have  met  with  GAO  representatives  and  the  data  and  working 
papers  from  their  study  have  been  made  available  to  us.  While  we  appreciate  access 
to  this  information,  we  believe  the  study  was  conducted  under  time  constraints 
which  resulted  in  a  methodology  which  was  seriously  flawed.  For  example: 

•  GAO  representative  stated  to  me  that  their  results  were  not  represent- 
ative and  should  not  be  extrapolated  to  the  entire  DOD  printing  and  dupli- 
cating workload. 
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•  An  unrepresentative  duplicating  contract  was  used  for  more  than  60 
percent  of  the  estimates  for  work  through  GPO.  This  contract  has  extreme- 
ly low  capacity  (no  more  than  5  orders  per  day  and  15  per  month) — and 
pricing  which  is  one-third  to  one-sixth  of  more  representative  contracts  ca- 
pable of  handling  the  workload  involved.  To  put  this  in  perspective,  DPS 
will  process  more  than  1.8  million  jobs  this  fiscal  year. 

•  The  initial  sample  of  351  jobs  was  reduced  by  about  25  percent  in  part 
by  discarding  work  which  was  costly  to  produce  (for  example,  classified  and 
odd  size  jobs). 

GPO  and  DPS  took  great  pains  in  the  study  conducted  last  year  to  insure  that  the 
methodology  would  stand  up  to  scrutiny  on  standards  of  statistical  validity.  The 
joint  study  is  a  more  valid  portrayal  than  the  recent  GAO  effort. 

SUMMARY 

Mr.  Chairman,  I  hope  my  statement  has  been  responsive  to  your  request  for  testi- 
mony on  the  size  and  cost  of  the  Defense  Printing  Service.  I  believe  we  are  meeting 
the  standard  set  in  your  letter  of  March  23,  1993,  to  the  Secretary  of  Defense,  in 
which  you  envisioned  DPS  as  "a  much  smaller  joint  operation  with  much  less  equip- 
ment and  activity  within  the  agency  and  with  the  Government  Printing  Office  car- 
rying out  the  statutory  function  of  procuring  the  bulk  of  DOD's  printing  and  long 
run  duplicating  needs.  ' 

DPS  is  smaller  as  evidenced  by  reductions  in  personnel,  sites,  and  equipment. 
More  work  is  going  to  GPO  for  procurement  and  we  are  committed  to  using  GPO  in 
accordance  with  the  joint  study  conclusions  reached  by  GPO  and  DPS. 

This  concludes  my  prepared  remarks.  I  will  be  happy  to  try  to  answer  any  ques- 
tions you  may  have. 


Department  of  the  Army, 
1931  Jefferson  Davis  Highway, 

Arlington,  VA  22241-5360. 

Mr.  John  Chambers, 

Staff  Director, 

Joint  Committee  on  Printing, 

Senate  Hart  Office  Building,  Room  818, 

Washington,  DC  20510-8001 

Dear  Mr.  Chambers.  On  June  16,  1993,  we  met  to  discuss  the  status  of  Depart- 
ment of  Defense  (DOD)  consolidation  of  printing.  During  the  course  of  our  meeting, 
I  committed  to  providing  you  with  additional  information  in  four  key  areas.  Specifi- 
cally: 

•  DPS  performance  of  non-DOD  work. 

•  The  proposal  to  place  Government  Printing  Office  (GPO)  representatives  in 
Defense  Printing  Service  (DPS)  plants. 

•  Flaws  contained  in  the  General  Accounting  Office  (GAO)  pricing  study. 

•  Bill  paying  problems  within  the  DPS. 

The  first  enclosure  summarizes  the  legal  view  of  DPS  performance  of  non-DOD 
work.  The  argument,  supporting  the  legality  of  performing  non-DOD  work,  chal- 
lenges the  applicability  of  Public  Law  102-392  to  this  circumstance.  Nonetheless,  as 
you  know,  it  is  our  policy  not  to  solicit  or  perform  non-DOD  work  except  in  excep- 
tional circumstances  involving  continued  work  for  long-standing  customers  who 
have  not  yet  been  successful  in  obtaining  economical  alternate  sources  for  their 
work. 

The  second  enclosure  summarizes  a  dissenting  legal  view  of  placing  a  GPO  repre- 
sentative at  DPS  plants.  The  argument  centers  on  the  conflict  between  Legislative 
and  Executive  Branch  authority.  Notwithstanding  this  legal  opinion,  it  is  my  view 
that  the  overhead  of  placing  GPO  representatives  in  DPS  plants  is  unnecessary 
when  we  should  be  guided  by  policy  decisions  based  on  careful  economic  analysis  of 
the  circumstances  in  which  it  makes  sense  to  contract  through  GPO. 

With  respect  to  the  GAO  price  comparison  study,  it  is  our  position  that  flaws  in 
methodology  severely  limit  the  usefulness  of  the  study  data  and  conclusions.  We 
also  believe  that  there  is  a  need  for  accurate  pricing  comparison  information.  The 
third  enclosure  is  a  point  paper  which  summarizes  the  flaws  in  methodology  that 
the  GAO  applied  to  their  pricing  comparison.  A  joint,  unbiased,  and  binding  study 
needs  to  exist  if  we  are  to  avoid  the  controversy  currently  surrounding  the  issues 
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between  DPS  and  GPO.  As  you  know,  we  successfully  conducted  such  a  study  last 
year  with  actual  GPO  participation  and  tacit  JCP  support.  Since  issuing  the  joint 
GPO/DPS  findings  in  September  1992,  both  GPO  and  the  committee  have  apparent- 
ly disavowed  the  study's  conclusions. 

In  the  first  enclosure,  DPS  acknowledges  that  the  billing  cycle  is  too  long  and 
identifies  a  number  of  initiatives  to  correct  the  problem.  Consolidation  of  DOD 
printing  did  not  cause  the  problem,  but  aggravated  an  already  burdened  and  pre- 
dominantly manual  system. 

If  I  can  be  of  further  assistance,  please  do  not  hesitate  to  contact  me. 

Sincerely, 

R.M.  Moore, 
Rear  Admiral,  SC,  USN,  Commander. 

Enclosures 


Eric  A.  Lile,  Associate  Counsel, 

SUP  934,  X71474, 

June  29,  1993. 

Provision  of  Printing  Service  to  GSA 
Issue 

Whether  or  not  DPS  can  provide  printing  and  duplicating  in  Federal  office  build- 
ings under  agreement  with  GSA. 
Short  answer — yes. 

The  Facts 

The  Pittsburgh  DPS  activity  does  about  $75,000  DOD  business  per  quarter  and 
$12,000  GSA  printing  per  quarter.  JCP  takes  the  position  that  DPS  violates  Public 
Law  102-392  (see  attachment)  by  doing  this  GSA  work.  In  effect,  the  actual  JCP  po- 
sition is  that  none  of  the  civilian  agencies  may  use  GSA  for  printing  because  this 
would  violate  Public  Law  102-392  (see  attachment),  that  by  reason  of  this,  GSA  may 
not  take  on  this  work  from  civilian  agencies  and,  in  turn,  GSA  cannot  have  the 
Pittsburgh  DPS  activity  do  this  civilian  agency  work. 

The  Law 

Public  Law  102-392  only  addresses  the  use  of  appropriated  funds  for  the  procure- 
ment of  printing.  The  law  provides  that  appropriated  funds  are  not  available  for  the 
procurement  of  printing  ".  .  .  unless  such  procurement  is  (conducted)  by  or  through 
the  GPO."  In  our  opinion,  "procurement"  only  means  contract  actions  undertaken 
with  private  industry.  This  interpretation  is  consistent  with  the  recognized  require- 
ment to  send  all  procurements  to  GPO. 

As  such,  this  law  does  not  reach  DOD  printing  performed  to  meet  DOD  require- 
ments (i.e.,  in-house  work)  nor  interagency  Economy  Act  orders  because  neither  cir- 
cumstance requires  that  a  procurement  be  conducted.  Furthermore,  even  if  the  GSA 
work  performed  by  the  Pittsburgh  activity  (i.e.,  $12,000)  was  a  "procurement,"  GSA 
still  would  constitute  a  valid  source  for  the  civilian  agencies  to  use  for  printing  be- 
cause GSA  is  specifically  authorized  by  law  to  provide  printing  services  to  civilian 
agencies  (i.e.,  an  exception  to  the  restrictions  of  Public  Law  102-392).  Once  the  ap- 
propriated funds  of  these  civilian  agencies  are  found  available,  there  is  nothing  to 
preclude  GSA  and  DPS  from  entering  into  an  intra-agency  support  agreement  call- 
ing for  DPS  to  perform  this  printing  under  the  Economy  Act. 

Conclusion 

DPS  can  provide  printing  in  Federal  office  buildings  under  agreement  with  GSA. 
Any  decision  not  to  would  be  a  policy  decision. 
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One  Hundred  Second  Congress  of  the  United  States  of  America 

AT  THE  SECOND  SESSION 

[January  3,  1992] 

Legislative  Branch 

Appropriations  Bill,  1993 

H.R.  5427-17 

[Undated] 

[public  law  102-392 — october  6,  1992] 

Government  Printing  Office  Revolving  Fund 

Sec.  207.  (a)  (1)  None  of  the  funds  appropriated  for  any  fiscal  year  may  be  obligat- 
ed or  expended  by  any  entity  of  the  executive  branch  for  the  procurement  of  any 
printing  related  to  the  production  of  Government  publications  (including  printed 
forms),  unless  such  procurement  is  by  or  through  the  Government  Printing  Office. 

(2)  Paragraph  (1)  does  not  apply  to  (A)  individual  printing  orders  costing  not  more 
than  $1,000,  if  the  work  is  not  of  a  continuing  or  repetitive  nature,  and,  as  certified 
by  the  Public  Printer,  cannot  be  provided  more  economically  through  the  Govern- 
ment Printing  Office,  (B)  printing  for  the  Central  Intelligence  Agency,  the  Defense 
Intelligence  Agency,  or  the  National  Security  Agency,  or  (C)  printing  from  other 
sources  that  is  specifically  authorized  by  law. 

(3)  As  used  in  this  subsection,  the  term  "printing"  means  the  process  of  composi- 
tion, platemaking,  presswork,  silk  screen  processes,  binding,  microform,  and  the  end 
items  of  such  processes. 

(b)  Section  206  of  the  Legislative  Branch  Appropriations  Act,  1991  (44  U.S.C.  501 
note)  is  repealed. 

GPO's  In-Plant  Analysis  Proposal 

Issue 

Whether  or  not  GPO's  "In-Plant  Analysis  Proposal"  has  any  legal  impediments. 
Short  answer — yes. 

The  Facts 

It  is  our  understanding  that  JCP/GPO  wants  to  station  a  GPO  employee  within 
DPS  factories  who  will  review  work  that  comes  in  the  door.  If  this  analysis  deter- 
mines that  the  printing  can  be  done  by  GPO  at  a  cost  lower  than  DPS  could  do  it, 
then  the  plant  representative  would  direct  the  work  to  GPO. 

The  Law 

The  only  law  that  we  can  determine  that  even  remotely  supports  this  proposal  is, 
again,  Public  Law  102-392  (see  attachment).  However,  this  law  does  not  apply  to  in- 
house  DOD  printing  to  meet  in-house  DOD  requirements.  In-house  printing  does  not 
result  from  a  procurement  but  results  from  the  "make"  decision  of  a  "make  or  buy" 
analysis.  Therefore,  the  requirement  of  Public  Law  102-392  that  printing  orders 
under  $1,000  be  performed  by  GPO  if  the  GPO  certifies  that  GPO  can  perform  the 
work  more  economically,  does  not  apply  to  in-house  DOD  printing  to  meet  in-house 
DOD  requirements. 

Furthermore,  the  "make  or  buy"  decision  is  an  executive  decision  and  not  a  legis- 
lative function.  GPO  is  a  legislative  agency  that  has  no  lawful  role  in  the  execution 
of  laws.  The  constitutional  principle  of  separation  of  powers  will  not  allow  an  entan- 
glement of  executive  and  legislative  powers  to  arise  in  the  "make  or  buy"  decision 
properly  reserved  to  the  executive  department.  If  DPS  does  make  the  "Buy"  deci- 
sion, then  the  work  will  be  forwarded  to  GPO  within  existing  guidelines.  However, 
that  does  NOT  preclude  the  DOD  from  considering  the  comments  of  a  GPO  employ- 
ee in  its  attempt  to  decide  which  source  provide  the  best  value. 

Conclusion 

GPO's  In-Plant  Analysis  Proposal  is  not  lawful  unless  it  is  revised  to  be  advisory 
only. 
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James  L.  Cherny,  Deputy  Commander, 

SUP  10/DIRDPS  433-7400, 

June  23,  1993. 

Subject 

GAO  Survey  of  351  DPS  Printing  Jobs 

ESSENTIAL  BACKGROUND  STATUS/ PROBLEMS 

As  one  of  a  continuing  series  of  actions  related  to  the  Defense  Printing  Service 
(DPS),  the  Joint  Committee  on  Printing  (JCP)  last  spring  directed  the  General  Ac- 
counting Office  (GAO)  to  conduct  a  cost  comparison  analysis  between  work  accom- 
plished in-house  by  DPS  and  that  procured  via  Government  Printing  Office  (GPO) 
contracts.  The  GAO  accomplished  the  analysis  by  pulling  351  requisitions  from  the 
DPS  production  sites  in  the  National  Capitol  Region  (NCR).  Then  the  GAO  directed 
the  GPO  to  estimate  these  jobs  using  pricing  data  from  existing  contracts.  Although 
the  study  is  quoted  as  finding  GPO  procurement  56  percent  cheaper  for  duplicating 
and  62  percent  cheaper  for  printing,  basic  flaws  exist  in  the  methodology  which  ex- 
aggerate price  differences. 

summary/conclusions 

Sampling  was  judgmental.  Due  to  the  limited  number  of  requisitions  studied,  the 
method  by  which  these  requisitions  were  selected  and  the  few  sites  visited,  the 
sample  does  not  statistically  represent  either  total  DPS  workload  or  DPS  workload 
in  the  NCR.  Further,  the  GAO  stated  that  the  results  can't  be  used  as  a  basis  for 
nation-wide  projections. 

An  unrepresentative  duplicating  contract  (D652-S)  was  used  for  more  than  60  per- 
cent of  all  the  GPO  printing  and  duplicating  estimates.  Although  this  contract 
indeed  has  highly  competitive  prices,  it  also  has  extremely  low  capacity  (no  more 
than  five  orders  per  day,  and  15  per  month).  As  a  result  of  the  capacity  limitation, 
prices  on  this  contract  can't  be  appropriately  applied  to  the  volume  of  work  handled 
by  DPS.  Generally  speaking,  any  firm  supporting  the  DOD  in  the  NCR  would  have 
a  much  larger  facility  and  higher  prices.  Also,  in  some  instances,  jobs  which  DPS 
customers  said  required  printing  with  plates  and  negatives  were  estimated  as  dupli- 
cating on  D652-S. 

An  analysis  of  actual  DPS  experience  with  the  two  high  volume  duplicating  con- 
tracts (C3354-S  and  3365-S)  revealed  an  average  cost  per  thousand  to  the  DPS  cus- 
tomer of  $33.65  with  a  range  from  $30.83  to  $77.92.  A  review  of  another  duplicating 
contract,  C6406-S  revealed  an  average  cost  per  thousand  of  $34.11  with  a  range 
from  $26.78  to  $49.17.  These  high  volume  prices  vary  significantly  from  the  low 
volume  price,  just  under  $12  per  thousand,  associated  with  D652-S;  demonstrating 
that  estimates  based  solely  on  D652-S  are  not  valid. 

Similarly,  several  classified  jobs  were  discarded  from  the  sample  because  GPO 
stated  they  didn't  have  a  contract  for  classified  work.  In  reality,  Program  C538-S  (a 
costly  contract)  exists  for  DOD  classified  publications.  Actual  experience  with  20 
orders  on  this  contract  reveals  a  $84.46  per  thousand  final  cost  to  the  customer.  This 
selective  discarding  biased  the  study  results. 

Any  jobs  that  were  small  (under  $10)  or  didn't  fit  existing  contracts  were  discard- 
ed. The  small  sample  size  (351),  reduced  by  92  discards,  further  biased  study  results. 
One  specialty  job  was  discarded  after  GPO  priced  it  at  $722  because  it  was  an  odd 
size.  DPS  actually  accomplished  the  job  for  $157. 

About  one  half  of  the  printing  jobs  were  estimated  against  multiple  award  con- 
tracts using  printers  in  the  midwest  without  including  shipping  costs  to  the  NCR, 
understating  the  actual  cost  and  rendering  the  results  unreliable. 

In  several  cases,  DPS  plants  were  required  to  perform  minor  composition  oper- 
ations, such  as  reset  dates.  Lacking  contracts  for  this  minor  copy  preparation,  GPO 
omitted  these  costs  from  their  estimates.  Minor  copy  preparation  is  a  routine  cus- 
tomer request  that  DPS  accommodates  as  an  aspect  of  full  customer  service.  Inclu- 
sion of  these  costs  is  necessary  to  reflect  the  actual  level  of  effort  associated  with 
DOD  work. 

recommendations 

Weakness  in  sample  selection,  significant  elimination  of  samples  from  the  study, 
use  of  incompatible  contracts  for  price  comparison,  focus  on  the  NCR  rather  than 
the  entire  distribution  of  DPS  workload,  erroneous  pricing  of  printing  work  as  dupli- 
cating, failure  to  account  for  total  costs,  and  lack  of  DPS  participation  in  analysis 
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seriously  flaw  the  study  conclusions.  These  flaws  also  bring  the  value  of  "direction- 
al" or  trend  information  into  question.  The  magnitude  and  significance  of  problems 
associated  with  the  study  methodology  render  it  beyond  correction.  Conclusions 
based  on  this  study  should  be  considered  flawed  and  rejected. 

Subject 
Processing  of  Invoice  Payments  to  GPO 

ESSENTIAL  BACKGROUND  STATUS  /PROBLEMS 

The  Government  Printing  Office  (GPO)  and  the  Defense  Printing  Service  (DPS) 
both  operate  as  revolving  fund  businesses  which  require  a  timely  turnaround  of  re- 
ceivables to  remain  solvent.  The  delay  in  the  payment  of  GPO  invoices  is  a  problem 
of  long  standing.  The  overall  process  consists  of  invoice  receipt,  verification,  certifi- 
cation, and  payment  which  covers  three  phases.  These  are  the  issuance  of  the  GPO 
invoice;  receipt  and  processing  by  DPS;  and  receipt  and  payment  by  Defense  Fi- 
nance and  Accounting  Service  (DFAS).  GPO  invoices  are  routed  to  the  DPS  plant 
which  submitted  the  job  to  GPO  and  in  turn  verifies  the  charges,  resolves  any  dif- 
ferences with  GPO,  certifies  the  invoice,  and  routes  it  to  the  respective  DFAS  office 
for  payment.  This  collective  process  takes  from  40  to  100  days  which  is  attributable 
to  traditional  methods  (paper  transactions  vice  automated),  understaffing,  emphasis 
on  prompt  pay  to  commercial  vice  government  vendors,  etc.  GPO  does  not  give  firm 
price  estimates  for  DPS  jobs  which  delays  the  collection  of  DPS  receivables  from  its 
customers. 

summary/conclusions 

The  above  process  can  be  substantially  improved  through  the  introduction  of  elec- 
tronic/automated control  and  processing  procedures,  and  electronic  interfaces  be- 
tween affected  parties.  Through  electronic  means,  DPS  would  process  order  informa- 
tion, GPO  would  provide  firm  price  estimates  and  subsequent  invoices,  DPS  would 
validate  delivery/GPO  invoices  and  generate  its  receivables,  and  DFAS  would  pay 
GPO. 

RECOMMENDATION 

Work  with  DFAS  HQ  to  develop  an  electronic  interface  between  DPS  and  GPO 
for  the  processing  of  job  orders,  job  estimates,  job  completion  notification  and  in- 
voice information;  between  DPS  and  DFAS  for  invoice  certification;  and  between 
DFAS  and  GPO  for  invoice  and  payment  processing.  Make  required  changes  to  the 
DPS  accounting  system  to  accommodate  these  new  procedures. 

The  Chairman.  Our  final  witness  will  be  the  Acting  Public 
Printer,  Michael  DiMario.  Mike,  if  you  will  come  forward,  we  will 
hopefully  just  have  a  highlight  of  your  testimony,  and  we  will  put 
that  in  the  record. 

It  has  been  an  interesting  morning,  anyhow,  hasn't  it? 

STATEMENT  OF  MICHAEL  F.  DiMARIO,  ACTING  PUBLIC  PRINTER, 
U.S.  GOVERNMENT  PRINTING  OFFICE;  ACCOMPANIED  BY 
JAMES  SMITH,  DIRECTOR,  PRINTING  PROCUREMENT  DEPART- 
MENT 

Mr.  DiMario.  Good  morning,  Mr.  Chairman. 

The  Chairman.  Good  morning. 

Mr.  DiMario.  Or  good  afternoon. 

The  Chairman.  Well,  not  quite  yet.  We  have  a  minute  or  two. 
You  have  never  missed  a  meal,  so  it  won't  be  long. 

[Laughter.] 

Mr.  DiMario.  You  noticed. 

The  Chairman.  I  noticed,  yes. 

Mr.  DiMario.  Mr.  Chairman  and  members  of  the  Joint  Commit- 
tee on  Printing,  thank  you  for  inviting  me  to  be  here  this  morning 
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to  provide  you  with  my  views  on  the  Defense  Printing  Service.  I 
am  accompanied  by  Jim  Smith,  Director  of  our  Printing  Procure- 
ment Department. 

Nearly  a  year  ago,  GPO  testified  before  this  committee  that  the 
activities  of  the  Defense  Printing  Service  will  lead  to  higher  costs 
to  the  taxpayer  for  Government  printing  and  duplicating.  They 
will  deprive  small  disadvantaged  businesses  of  the  opportunity  to 
compete  for  DOD  printing  and  duplicating,  and  they  will  make  it 
much  more  difficult  for  Government  information  users  to  have  ef- 
fective access  to  DOD  publications. 

In  the  past  year,  we  have  seen  theory  become  fact.  For  the  first  8 
months  of  fiscal  year  1993  compared  with  the  same  period  in  fiscal 
year  1992,  GPO's  printing  procurement  workload  for  DOD  is  down 
by  20  percent  in  terms  of  dollar  value — $100.2  million  compared  to 
$125  million  a  year  ago.  We  believe  this  is  the  direct  result  of  DPS 
withholding  printing  and  duplicating  work  for  expensive  in-house 
production  instead  of  sending  it  to  GPO  for  cost-effective  competi- 
tive procurement  from  the  private  sector.  There  is  also  evidence 
that  DOD  has  been  taking  in  work  from  other  Federal  agencies, 
further  reducing  the  work  sent  to  GPO. 

The  reduction  in  DOD  business  is  resulting  in  declining  opportu- 
nities for  small  disadvantaged  businesses  to  compete  for  DOD 
printing  and  duplicating.  GPO's  SDB  workload  is  down  by  46  per- 
cent in  dollar  value,  32  percent  in  orders,  for  the  first  8  months  of 
1993  compared  to  a  similar  period  a  year  ago. 

Linked  to  these  reductions  in  workload  is  an  overall  reduction  in 
GPO's  depository  distribution  workload,  signifying  that  fewer  DOD 
publications  are  being  distributed  to  depository  libraries.  Also, 
fewer  DOD  publications  are  being  made  available  for  our  sales  cus- 
tomers. 

I  want  to  also  point  out  that  DOD's  payments  to  GPO  for  print- 
ing and  duplicating  have  slowed  considerably  since  DPS  became  ac- 
tively involved  in  processing  Defense  printing  orders,  and  delin- 
quent DOD  payments  have  risen  dramatically.  At  the  end  of  Octo- 
ber 1992,  DOD  owed  GPO  slightly  more  than  $38  million  for  print- 
ing, of  which  $8.8  million,  or  24  percent,  was  for  debts  60  days  old 
or  older. 

As  of  the  end  of  June  1993,  total  receivables  from  DOD  had  risen 
to  approximately  $46.5  million,  of  which  $22  million,  or  47  percent, 
was  over  60  days  delinquent.  DOD  is  not  paying  its  bills  on  time, 
and  the  situation  is  getting  worse.  The  effect  of  this  growth  in  de- 
linquencies is  to  impose  greater  financial  difficulties  on  GPO  in  an 
already  difficult  period. 

Mr.  Chairman,  I  fully  support  this  committee's  call  for  DOD  com- 
pliance with  the  requirements  of  Title  44.  GPO's  review  of  DOD 
printing  and  duplicating  in  southern  area  facilities  last  year  re- 
vealed that  as  much  as  75  percent  of  DOD's  existing  workload 
could  be  procured  by  GPO  from  the  private  sector  at  approximately 
50  percent  lesser  cost.  If  DOD  were  to  effectively  downsize  its  print- 
ing and  duplicating  operations  and  take  full  advantage  of  the 
printing  procurement  opportunities  offered  by  GPO,  the  result 
could  be  a  savings  of  as  much  as  $500  million  to  the  taxpayer  over 
the  next  5  years. 
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The  comparative  price  analysis  of  113  DOD  printing  and  dupli- 
cating jobs  conducted  recently  by  GPO's  inspector  general  revealed 
a  similar  disparity.  Again,  DOD  could  have  saved  an  average  of  51 
percent  if  the  work  produced  in  DPS  plants  was  procured  through 
GPO.  Overall,  GPO  was  the  most  economical  source  of  printing  85 
percent  of  the  time  for  all  jobs  sampled. 

We  have  always  kept  our  focus  on  GPO's  Printing  Procurement 
Program  as  the  most  cost-effective  method  for  obtaining  DOD 
printing,  and  that  is  how  GPO  processes  the  vast  majority  of  DOD 
printing  orders.  Approximately  92  percent  of  all  DOD  printing  sent 
to  GPO  is  contracted  out  to  the  private  sector,  well  in  excess  of  the 
average  of  85  percent  of  all  executive  branch  printing  that  is  sent 
to  GPO.  Moreover,  the  small  amount  of  DOD  printing  that  is  pro- 
duced in-house  by  GPO  is  billed  at  equivalent  commercial  rates 
under  GPO's  negotiated  price  policy.  Printing  procurement  re- 
mains the  most  cost-effective  method  for  obtaining  DOD  printing, 
and  that  is  where  most  DOD  printing  is  performed. 

There  have  been  recent  discussions  about  the  IG's  study.  For  ex- 
ample, statements  have  been  made  that  GPO  did  not  in  all  cases 
use  comparable  production  methods  to  fairly  compare  job  costs; 
that  is,  we  compared  press  work  performed  by  DPS  to  duplicating 
work  performed  by  a  contractor.  The  fact  is,  however,  that  we  se- 
lected the  most  practical,  efficient,  and  cost-effective  production 
methods  from  among  our  thousands  of  available  printing  and  du- 
plicating contractors  to  determine  comparable  procurement  costs. 
Unfortunately,  DPS  appears  to  have  been  limited  in  its  production 
capabilities  by  its  prevailing  equipment  configurations,  which  ap- 
parently are  not  as  efficient  as  they  could  be. 

Statements  have  also  been  made  that  we  did  not  include  a  varie- 
ty of  jobs  in  the  comparison  sample  and  that  this  skewed  the  re- 
sults. It  is  true  that  we  did  discard  some  jobs  from  the  sample. 
However,  these  were  primarily  very  small  copying  orders:  jobs 
worth  less  than  $10  and  some  worth  as  little  as  60  cents.  We  ques- 
tioned their  inclusion  in  a  sample  of  work  produced  by  a  Govern- 
ment printing  plant.  In  our  view,  jobs  that  small  are  more  appro- 
priately included  in  the  work  of  office  copying  centers  because  they 
are  convenience  copying  work. 

Still,  questions  are  asked  about  how  scientific  this  study  was.  Mr. 
Chairman,  for  centuries  we  have  studied  the  movement  of  the  plan- 
ets, but  it  has  not  changed  the  fact  that  the  sun  rises  and  sets 
every  day.  By  the  same  token,  we  can  study  the  issue  of  DOD  print- 
ing and  duplicating  forever.  But  it  will  not  change  the  fact  that 
printing  procurement  through  GPO  is  more  economical  than  pro- 
duction in  DPS  plants.  It  is  just  that  simple. 

I  have  also  heard  recently  that  DOD  needs  to  retain  work  for  in- 
plant  production  to  guarantee  security  and  to  ensure  quick  turna- 
round. I  think  this  is  nonsense.  These  requirements  can  be  met  just 
as  effectively  by  GPO,  and  at  far  less  cost. 

For  decades,  GPO  has  ensured  security  for  DOD  and  other  Gov- 
ernment printing  with  classified  information  requirements.  At  this 
time,  we  have  available  approximately  100  commercial  contractors 
who  have  informed  us  that  they  are  capable  of  providing  such 
work.  We  verify  that  capability  with  the  DOD's  own  Defense  Inves- 
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tigative  Service's  Directors  of  Industrial  Security  before  we  award 
any  contracts  for  classified  material. 

To  the  best  of  my  knowledge,  GPO  contractors  have  never  com- 
promised the  security  of  classified  information.  In  all  the  period  of 
the  cold  war,  the  provision  of  appropriate  security  for  procured 
DOD  printing  was  not  a  problem,  and  I  don't  recall  that  it  ever 
was  an  issue  that  was  brought  to  our  attention  by  DOD.  Let  me 
also  say  that  over  the  past  few  years  classified  work  has  been  on 
the  decrease.  So  I  am  curious  as  to  why  the  retention  of  classified 
work  for  in-house  production  has  become  so  important  to  DOD 
now. 

Second,  GPO  can  ensure  the  quick  turnaround  of  procured  work 
for  DOD.  We  provide  quick  turnaround  in  our  contracting  for  all 
agencies  that  request  it,  and  many  do:  DOD  is  not  the  only  agency 
that  wants  its  printing  done  quickly.  Our  contractor  force  stands 
constantly  ready  to  provide  for  quick  turnaround  needs.  As  DOD 
knows,  we  have  had  many  years  of  experience  in  establishing 
agency  direct  deal  contracts  that  provide  quick  turnaround,  par- 
ticularly on  duplicating  orders.  We  have  a  number  of  term  con- 
tracts in  place  which  provide  for  quick  turnaround  printing,  not 
just  same-day  service  but  even  to  a  matter  of  hours,  and  we  can 
readily  put  into  place  additional  contracts  for  this  service.  Our  ex- 
perience has  been  that  DOD  printing  schedules  are  met  on  time  by 
our  contractors. 

Indeed,  we  have  evidence  that  GPO  moves  faster  on  turning 
work  around  than  DPS.  I  have  with  me  today  a  sample  of  an 
actual  job  ordered  by  a  DOD  component  from  DPS.  DPS  priced  the 
job  on  May  24,  1993.  Inexplicably,  DPS  then  waited  over  a  week, 
until  June  2,  1993,  to  send  the  requisition  to  GPO.  GPO  placed  the 
order  with  a  contractor  2  days  later,  on  June  4,  and  the  contractor 
then  shipped  the  order  to  DOD  on  June  14,  a  full  week  in  advance 
of  DOD's  requested  delivery  date  of  June  21.  And  all  of  this  work,  I 
want  to  add,  was  performed  at  one-third  of  DPS's  original  price,  for 
a  total  savings  to  the  customer  of  65  percent.  I  would  be  pleased  to 
make  the  documents  associated  with  this  job  a  part  of  the  record  of 
this  hearing. 

The  Chairman.  We  would  be  glad  to  have  it,  Mike. 

[The  documents  follows:] 

Example  of  GPO  Cost  Savings  on  Actual  Defense  Printing  Service  (DPS)  Job, 

June  1993 

/.  Description  of  Job 

•  Printing  job  ordered  by  Quantico  DPS  (a  printing  plant  selected  by  GAO  for 
the  FY  1993  Comparative  Price  Analysis). 

•  Delivered  to  Albany,  Georgia. 

•  GPO  Jacket  No.  352-045. 

•  1,600  copies  of  SECNAVINST  5212.5C-Ch.  4— December  1990. 

•  Work  placed  on  GPO  Term  Contract  Program  814-M  (a  contract  used  ex- 
tensively for  pricing  by  GPO  for  the  FY  1993  Comparative  Price  Analysis). 

•  Unclassified  job. 
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//.  Summary  of  Actual  Cost  Savings 


DPS  price $3,209.44  (100  percent)1 

Less:  GPO  price 1,116.85  (35  percent)2 

Cost  savings $2,092.59  (65  percent) 

1  DPS  price  may  not  include  freight  costs  for  delivery. 

2  GPO  price  includes  delivery  to  DOD  customer.  Furthermore  when  ordering  the  work,  DPS  instructed  GPO  not 
to  place  the  order  if  the  cost  exceeded  $2,726.40  due  to  fund  limitation. 


III.  Delivery  Schedule/Performance 


Action 


Date 


DOD  customer  requested  job 

DPS  priced  job 

DPS  sent  requisition  to  GPO 

GPO  placed  order  with  contractor 

Contractor  shipped  job  to  DOD 

DOD  requested  delivery  date 


May  24,  1993 

June  2,  1993 

June  4, 1993 

June  14, 1993 

June  21, 1993 
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Job  Number:  1 
Plant:  0624 
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Rev.  Source: 
Current  Status:  OPEN 


PRICING     SCHEDULE 

Req  •:  BT  9000  Due  Date:  •m-dd-yy 

-Pub  Type:  15215. 5C  C/4    Job  Size:  23  X  35 
Pages:  144  Blank**  0 

Planner:  KAT  Date  Priced:  05-24-93 


rTOC 

Process 

Unit 

Extended 

Est'd 

Num 

Description 

Price 

Cty 

Price 

Hours 

Date-In 

Date-Out 

200 

NESS  (N0N-AUT0MA 

1 . 6500 

135 

222.75 

3.38 

202 

STRIP.  WORK 

1 . 7500 

135 

236.25 

4.66 

210 

0FST  PLTS  (MTL/N 

1 . 2500 

144 

180.00 

2.06 

340 

MAKEREADY 

12.0000 

18 

216.00 

4.50 

341 

RUN  . 

0.0220 

28800 

633.60 

7.37 

390 

PAPER 

0.0100 

64080 

640.80 

O.OO 

400 

FOL/PERF-MAKEREA 

3.8000 

7 

26.60 

0.47 

401 

FOLD/PERFORATE-R 

0.0140 

21600 

302.40 

6.00 

410 

COLLATE-MAKEREAD 

1 . 6500 

2 

3.30 

0.09 

.411 

COLLATE-RUN 

0.0070 

720O0 

5O4.00 

9.72 

420"- 

.PUNCH/DRILL'  ' 

0.1230" 

"1152   •' 

14 1  ;7o"-~v •" 

1  S2.89 

^f'.r 

450 

WRAP /PACK /SHIP 

0.0740 

1152 

85.25 

1.77 

700 

MISC.  MATERIALS 

0.0100 

1680 

16.80 

0.00 

Cost  Subtotal  *    3209.44 


Time  Units:  42.91  hrs. 


Estimate  Total  *    3530i39 


-cial  Instructions: 


64 


<»'«"—" 

-     1- 

—  r 

wtjoiawua 

^«*-  5H1.5C    c*4 

■  V  Mat   CKitLxmsi 

/(.CO 

OMi'ua  •ojunrrr  or  miu  too  «»  C— U—  m  tot 

M.HcO 


«nn 

art 

ma 

COT 

mm 

HaTtll 

unmmmmmamm 

iwhiii 

nouu 

Hi 

ji 

100 

com  '  an  i  m  i  *ni  «oai 

10 

anmiiiiaa 

Ml 

.w 

101 

U'»«10'«I*UD*0M 

MI 

102 

cersi  . 

MOTO  BMMI 

»0 

as 

Mi 

3O0 

■f^tountt  wjioi 

20 

iinoaurHK  aMMunai 

image  size 

101 

II) 

201 

mwims  tvjiO) 

X 

103 

If 

203 

■tun  «cs 

in 

ISS 

in 

2(2 

Slaamat/aiaiOMi 

a 

UM 

ft  TONE 

no 

IH"f 

i.«j 

210 

OifSti  KATI  MUI 

vn 

tii 

i.u 

211 

Ofiyi  «i*ifs  hjlsik. 

300 

!• 

300 

nan  i«  ajatvitati 

ao 

1 

nisi 

SSI 

.41} 

301 

mm  -  nmniMmti 

x 

JO? 

J1I 

307 

■JbHKII 

^HtoH 
D  One  Side 

no 

u 

310 

WUUIHKWS 

si 

Ml 

iti 

311 

uictw  ounuioa 

312 

JI 

312 

mmimM 

313 

Ji 

313 

1»1   KMC 

J20 

M 

320 

W-I1K11 

sz 

1     I 

»1 

JH 

321 

aojacini  S1HOMC 

8*   X    11 

no 

in 

330 

a»-  »■» 

S3 

«     1 

■ 

331 

ti» 

331 

aua-  i7 »n 

17    X    2? 

340 

IB 

tfji 

340 

•*■  -   77.H 

34 

8      1 

18   Q    KaOO 

341 

<JB.e>oo 

.«} 

341 

w-b.m 

22    X    34 

390 

6<4o-So 

C441  - 

3*9 

Mfti 

390 

(MOT 

Finished  S12E 

39? 

■  /I 

392 

uniolwf  (M 

392 

X 

400 

Ml 

400 

»o»o  r*  -  m  ii«ii 

40 

401 

n< 

401 

•ag.naj  -■■■■■n 

400 

in 

400 

KM.!***  -  M  Um» 

401 

n* 

401 

•fto^ii  -  ma  »il? 

400 

1 

)■ 

400 

xioinii  -aiiiii 

401 

Ai,(tco 

«• 

401 

'01  Din«  -  ajarc.v 

T  C-?  «. 

OO 

410 

IB 

410 

mini  on«««i  m 

41 

412 

.V 

412 

oHCUKHH 

410 

SL> 

!• 

410 

COII'II  "• 

411 

n*,i>e>o 

mi 

411 

LOLiall  SiGut^M  Run 

9  fer  * 

430 

■u 

430 

ya  SMOf'SMU 

43 

o\  &*t 

431 

n 

431 

wni  SMK'iWI 

393 

t»HO 

... 

393 

jnrtl  law 

393 

HW/U~J 

420 

llS2_ 

m 

420 

l^.fct 

4?. 

akooU. 

421 

tn 

421 

*«s>*  U»>|  »aK>'»ASl*B 

440 

•U 

440 

■Ml 

44 

4T0 

n 

470 

UOl'IAIOI'IIIM 

47 

471 

" 

471 

MlSClUMMOUS 

«"t 

£o«-eo 

451 

. 

431 

SMMMMM/ 

45 

430 

1152- 

174 

430 

MUTfMC*  Waf 

4*0 

Ji 

4(0 

»*•»  annua?  Hawa 

49 

700 

1(4  -ftO 

can   .  iyt. 

700 

wsc  «  wautt  auilaw 

700 

■  ill  MO  0fU¥t«T 

730 

:«i   .  »%a 

730 

Cost  fia  coa» 

730 

•M 

., 

•M 

_.._«,.«.  .«-» 

MO. 

65 


OPOFvwftU 

PRINT  ORDER 


■WMM 

D.P.S. 

mam 

3-01927 

mte 

6/4/93 

Mnoiaam 
93104 

80391 

.*• 

BRACELAND  BROS.—— CA 

jonie 

35Z-045 

TVIMPlMi 

6/21/93 

imi 

SECNAVINST  5212.5C-Ch.   4-Dec.   90 

OUCTOLMB 

24.00 

RATI  CODE 

100 

OOMINIOOH 

13680 

814-M 

ID  GOVT 

(■INKS 

■wow— am— i 

■ ■  ■im—u 

5000.R 

1,600 

«•» 

CWIMIUl 

4 

—  ■ii 

84"  X  11" 

,«.! 

'1  — 

WHITE  OFFSET 


*  PMOCCSS  MWTG 


'TIT 


m 


ND  OF  TOT  MOO 


135 


M_3.« 

.•tf.ia6.t_. 

11 

t-k 

,  . 

CMW. 

-3/8 

LEFT 

•*.— 

iP-.--- 


twnpwwi— 


»D    -»D 


1,600  COPIES  PLUS  C.C.  &  NEGS  TO: 

CG,    MCLB 

Whse  1221,  Section  5 

Albany,  GA  31704-5001 

M/F:  AREB  0779-93 


Margins-FOLLOV  COPY 


l«nMwinii$«anMtiki 


WFM/JMS/dr 


IDCOMtrT  sorrow  PORTION  MD  MWL  Bnvc  Rw  la  ODMriWnUfllWM,  nWWCWi  HMtaooT  B9IMCE.I 


OKIE  ■nMBBMHi 


6/4/93 


ft,*D,HI,MI       ._ 

"  i  ■ 

twm 

•maiiVBMca 

aiMfim 

mrnax 

00CT                            HBI 

f  MXROW  BHct  ■  wa  uk 

C1D  KJMttOW    lOB  0M,TT«O4VQURHVaCE 

«m 

I COIWT  IMCT  IK  MM.  00001  OK  SCKKS  MM  KB  KUUXMnD  OH  TM  OMt  HOOB  MM  XO  TWT  MncM  0*  OCBT  MS  ■> 


■  sckvcd 


PAST  1  -  '■'■••ITRACTOa 


66 


fRinr  CKttttf  ee35:  —  run  date:  04/34/93.  r<*  time:  19.22. 

ORDER  CRITERIA: 


PRDCRArt  091 <-M 

1AM  ORDERED  UITH  148  TEXT  PAGES  PER  COPY 

trim  r:zE:   8.5*1  x  11. we  (format  o 

THE  PRODUCT  15  LPGTELEAF 
PAPER  REOUKOIEfcTS 

7*  shets  l-  jhite  q-ffset  book  (50-lr) 

photographic  repu.-.elots 
135  base  negative (s) 

aim;: jnal  materials  and  services: 

1  drilling  p'jms)  uil-.  be  psrrorua  0<       1669  c0?1£ 

pacxim.  wjd  seal>:.  for  distribution 

t  1)  UNPAGED  kllCKT  PER  BEST.  IS    11:7.094  LBS. 
1600  C.f?IE.r  SHIPPED  IN: 

27  45  .3.  CONTAINERS)  (   1  DEJTINATION(S)) 
1  PAi.,.iT(S)  ARE  REQUIRED  FOR  EA.'o  DESTINATION 
SHIPPED  TO  REGION  4 


COST  ESTIMATES: 


n 


COf-  TRACTOR 


PHONE 


UNDISCOUNTID  COST  PER 
COST     ADDED'  190  DISCTUN" 


discount; 
con 


GA  BRACELAND  BROTHER!  I  404/696-7909  1054.08  35.23 

DE  ALPi-A  AFFILIATES.    II.  302/455-9833  r,52.C^  38.75 

PA  NEU5  PRINTING  CC.   I  614/239-8787  1143.68  37.10 

HO  CUSTOM  PRINTING  CO"?  314/437-4161  1182.90  34.37 

MD  CUSTOM  PRINTING  CO*  301/663-1494  1184.4a  34.37 

PA  BRACELAND  BROTHER:.     215/492-0200  1197.3'.  34.04 

TX  CUSTOM  PRINTING  CG->:-  817/626-1901  1205.43  34.72 

PA  SOUTH  PENNSYLVANIA  r  717/633-5236  >242.^-:  *2.66 

PA  FRY  COMMUNICATION.?      717/766-0211  1262. 2!'  38.23 

IL  TfS  EN".  INC  PRINT  I  6iE/7£3-2978  '.270. 3j  61.38 

MO  COLOS  PROCESS  IIT-GC  314/38' -3330  1385.5  0  59.67 

I.  TPS  EKT.  TOTAL  PRT  S  616'292-425S  1416.M  64.53 

LT  STES.ING  &riSr              SC"./4S*-464:  1479.<5  60.90 

JH  BRACIlA^D  BROTHERS.     £'.4.'232-453S  1:°5.72  69.16 

VA  COOI-MY  GRAPHICS          7G3'?4t-H;I  1f??.f<  56.53 

*l  GftAt  GRA? .-.ICS  CCR:- .     301/364-7111  l7i3.S<*  57.23 

«  UNITED  BKK  Pf:ESS        4:0/944-4944  1719.50  63.76 

TX  LITHC  PRESS.  INC.        210/333-1711  1786. C'  76.17 

'!■  S'*'  «3  MINTING         301 '479-1653  I8O6.T1  79.31 


1033.0? 

1075.17 

1141.0. 

1171.9" 

1172.62 

1173.3c 

1193.43 

1236. Jl 

1257.9: 

1342.9: 

1371.2: 

1357.9: 

1479.6Z 

1563.3 

16  3.1; 

17)1.7. 

1702.3'. 

1763.07 

1764.7. 


67 


PUBLIC  VOUCHER  FOR  PURCHASES  AND 
SERVICES  OTHER  THAN  PERSONAL 


VOUCH!!  NO 


tCMIDULI  NO. 


OH  BWUHT  ANO  LOCATION 


C.       20401 


DATS  VOUCH!*  PREPARED 
r>,t,  /1»,  /f^ 


CONTRACT  NO.  AND  OATI 


^914  or /■><  /»*= 


requisition  number  ano  mii 


<M9i 


I ind    Brothers ,    Inc. 
P.O.  BOX  S5C0  (£-6745) 
Phi  I lielphi »,    PA      19:?S-e.74: 


363^7 


RECEIVED 

JUN  1  7  1593 


cpo  disbursing 

MUCH 


•VMtOLSIBI 


OATE  INVOICED  RECEIVED 


DISCOUNT  TE  «Mt 


2.0    '/■    20    Davj 


PAYEE'S  ACCOUNT  NUMBER 


WEIGHT        GOVERNMENT  B'L  NUMBER 


SHIPPED  FROM 
»TI    ANT  A 


NUMBER  DATE  OF 

AND  OATE         DELIVERY 
OF  ORDER       OR  SERVICE 


ARTICLES  OR  SERVICES 


QUAN-         UNIT  PRICE 


COST  PER 


Jicket    ♦    352-045 
Print    Order    Ni.    60291 

FREIGHT    i 
SEE    ATTACHED   PLEASE 


«riMta«lM|(Mria«M.T*|C 


1C09.00 

44.63 


■*iii  iiip  immmi»mia.wn. 


(Psy**  mutt  NOT  am  the  space  below) 


1053.63 


Q  pAmu 

□  ■MAI 

0-— « 


fXOUMMIAfl 


Plpmwfit  *»  •wtiv»*iry  -«slW  in  •*•*),  I  OM+tfy  rHot  ft.,,  **Mch«r  n  t 


M  mtkonxel  C*rtQy*t  Offierr)  * 


<TMt> 


ACCOUNTING  CLASSIFICATION 


OOVBNMB4T  HUNTING  CWKI  KVOIVMO  MO 


ON  Tt CASUS M  Of  THi  UMTB  SIATtS 


OMtNmm<(lm*J 


'  Wmm  tcttrvj  m  iMtifn  cumttcy.  iaacn  ■ 

'  If  the  ab*ltfy  Id  ccrarj  «wj  Mhonty  to  •ppto**  m  — bWmJ  *  ok  prrwe,  om  ■fntrnft  o»h  a  ■Msa-TMf;  « 

•iM  the  •fpro-v*!  •Akrr  vOl  ugn  at  che  tpace  prowaN-t  o*t»  hi*  «*osl  MM. 
•  Whra  I  vcwchct  M  n<».yd  an  (he  urn*  «f  a  comMfly  M  torponwri,  (he  m*m  of  cbc  pcnoa  ' 

•a***  or  corporate  nim.  u  •tfl  u  chr  opacity  io  wh-th  he  awjn>.  «m 

s*ar  P*r  >«*•  Smith,  Imi-wt".  *  "Tnatw  .  «  dw  cue  owy  tr. 


"J«teDw< 


PRINT  ORDER         m.» 


-dg   «D 


1,600  COPIES  PUIS  C.C.  4  IKS  TO: 
CO,  HCLB  .     .. 

Bha*  1221,  Section  5 
Albany,  CA    31704-5001 
B/Ts  4MB  0779-93 


M»rgin*-rOLLOW  COPT 


WH/JKS/dr 


tplMMItMjaiMI 


«/4/93 


MMMCm  to  eawim  iottom  ro*noN  mo  im.  mim  rani  to  CMFnouBww.  nwom 


■TO  rant  o>  m.  M  atmoi  mow  ma 


umaitmcnmwamBL.waM,mtmKmmmwmmtiBmtm>mme*mwmmcammtmmmwii»mmKmtmmwmmn 


i...,Li«ir.»u 


PART  2  j  CONTRACTOR  POIING  COPY) 


c  i  o—  o  m  -•  m  — 

3    I    <•>  —  ■»   -. 


3  CD 

r  ok 
3  O 

i    -. 


l  ©  o  o  o  o  o  o 

•"    I  OOOOIOOO 

<•    i  O  IO  4  O  h  3  o 

o    i  NOOOO00O 

Ul  ....... 

I  (M  O  O  —  O  O  O 


_l  X  I-  (- 
<  <  01  I 
—  I-  O  13 

o      a.  <- 

i-  to       Id 
uijz 
ajuiu. 
o  <  o 
Tarn 

<  3 

a.  _i 


a  o  J3 

<  >  8 

J  C  3 

«  «■•  z 


1  as  e» 


o  o  o  o  o  o  o 


l<-  o-       z 

■M  ^          O 

-"    T  >  -•  tfj   Ul 

•  ■>  ;  -  .j  n  o) 

••  ro  —  o  >.  » 

>  o  •'•j  o  o  - 

>  oo  <*  pi  o  » 


•*»  £  —              ** 
c  u  3   a.   .   c 

■«•     ■     !                    —  >           — 

—    -    T—  ffi  — 

-   s   i  j;     •   v. 
a.  0.  —  03  X  X 

O     1*     1 

70 


STRAIGHT  BILL  OF  LADING— SHORT  FORM 


Fron.BRACELAND  BROTHERS,  Inr.      June.  14 

D  Philadelphia,  PA  D  S  Atlanta.  GA 


Cm*.  Ort«T  ffex.  . 


192i_      T*«g.li4«.    JA#35*-W5 

D  ---fi^        D  Steobemrille.  OH 


Coniifnee. 
Street 


g»e<.  c./  hcls 


5557 


tffat.   T?2f.  Section  5 


hit-,  uses  <m<t-n 


AI3AW 


City — 

Plr.rf.   ATIAHTA  HgTQg  tlMES 


.State    6A 


_Zip  CoAJ1704-5QC01  County  _ 
EXPEPTTEf  ddUvVL  bu  S/tl 


J_tLL 


BU  Of  PACKAGE    DESCRIPTION  OF  ARTICLES. 
SPECIAL  MARKS  AM)  EXCEPTIONS 


50  ttfi  btM 


flW7  1 1550  7 


HflL 


»  eAti 


T  t&i 


W.^/J 


^ 


J6- 40  6/ 4.  If--     </</,(,* 


ipso       norkL 


-3 


■7- 


— T*»Blin-»  1,i«  «  >■■  rfHAwt.  i««  ■  l-r  <<»■"  gjgg  ■CO**'  H  »» 


wl  fcgjl  ■  tl»  |M  —l^r',  ffflflciu 


a*jgl  ■  lad»  I  *  i»*iii«  rfwjfc 


Braceland  Bros.  Inc. 


PREPAID 


COLLECT  ON  DELIVERY 


BRACELAND  BROS.  INC. 

7615  Snflolk  An. 
Bull delpha.  PA  19153 

COD.  ChaJfa  to  be  yakl 


Shipper. 


f -— ^  a-'-*~" 


.Agent,  per. 


>tct.  »i«i  j  it  urn ■ijiwMyi»M««^ii««rj«o     iTTT 


71 


72 

Mr.  DiMario.  Finally,  I  have  heard  it  said  that  DOD  needs  to 
retain  work  in-house  to  level  off  the  printing  workload.  Yet  the 
issue  remains  why  the  Department  of  Defense  needs  a  workforce  of 
over  3,000  employees,  with  some  of  the  most  sophisticated  printing, 
print-on-demand,  and  duplicating  technology  available,  to  perform 
work  that  by  law  is  required  to  be  performed  through  GPO.  The 
same  work  can  be  obtained  by  the  work  effort  of  a  fraction  of 
GPO's  500  printing  procurement  personnel,  at  substantial  savings, 
with  no  adverse  impact  on  DOD's  mission.  Moreover,  GPO  provides 
technical  and  legal  services  to  support  printing  procurement,  in- 
cluding dispute  resolution  and  litigation  services,  that  are  not  a 
part  of  the  services  provided  by  DPS.  In  all  candor,  DPS  cannot 
compare  with  the  range  of  printing  procurement  and  related  serv- 
ices offered  by  GPO. 

Mr.  Chairman,  last  year  GPO  came  before  this  committee  to  say 
that  DOD  should  be  left  to  do  what  it  does  best:  provide  for  the  de- 
fense of  the  Nation.  Printing  and  duplicating,  on  the  other  hand, 
should  be  left  to  the  agency  that  is  specifically  charged  by  law  with 
that  function:  GPO.  We  have  conveyed  this  same  message  to  the 
new  administration.  In  a  day  of  DOD  downsizing — indeed,  of  Gov- 
ernment downsizing  overall — it  simply  makes  no  sense  for  DOD  to 
maintain  staffing  and  equipment  resources  to  perform  increasing 
amounts  of  printing  and  duplicating  in-house,  when  GPO  can  pro- 
cure the  same  work  from  private  sector  printers  at  half  of  the 
DOD's  cost.  We  will  continue  to  work  with  you  and  this  committee 
to  ensure  that  this  message  is  clearly  understood  by  Congress  and 
the  administration. 

Mr.  Chairman,  once  again  I  thank  you  for  inviting  me  to  be  here 
this  morning,  and  I  would  be  pleased  to  answer  any  questions  you 
may  have. 

The  Chairman.  Mr.  DiMario,  I  don't  think  I  have  any  questions. 
I  think  your  statement  answered  most  of  them  that  I  had.  One  that 
bothered  me  just  a  little,  I  have  been  trying  to  think  of,  the  Admi- 
ral said  they  hadn't  procured  any  equipment  for  18  months.  I  am 
going  to  send  him  a  letter  asking  him  how  many  pieces  of  equip- 
ment he  has  leased  in  the  last  18  months.  There  are  36  high-speed 
printers,  or  whatever,  at  $180,000  apiece,  and  that  indicates  that 
something  has  been  going  on. 

Let  me  thank  all  of  you  for  being  here  today,  all  the  witnesses. 

Mr.  DiMario.  Thank  you. 

The  Chairman.  I  have  submissions  from  the  Printing  Industries 
of  America  and  from  a  printer,  Mr.  John  Braceland  of  Braceland 
Brothers  in  Philadelphia,  Pennsylvania,  that  I  would  like  to  in- 
clude in  the  record  at  this  point. 

[The  letter  of  Mr.  Braceland  follows:] 

Braceland  Brothers  Inc., 

July  8,  1993. 

The  Honorable  Wendell  H.  Ford, 
Joint  Committee  on  Printing, 
SH-818,  U.S.  Senate, 
Washington,  DC  20510. 

Dear  Senator  Ford.  It  is  my  understanding  that  on  July  15,  the  Joint  Committee 
on  Printing  will  have  a  meeting  to  determine  all  the  facts  on  the  Defense  Printing 
Service  (DPS)  issue.  As  you  know,  the  Defense  Printing  Service  has  been  continuing 
to  add  equipment  and  producing  work  in-house  rather  than  vending  that  work  to 
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the  private  sector.  Currently,  DPS  is  producing  over  $215,000,000  worth  of  printing 
in  the  last  12  months. 

DPS  has  purchased  a  number  of  high  speed  duplicators,  copiers  and  laser  printers 
during  the  last  year.  Their  feeling  is  the  cut  off  for  in-house  work  is  25,000  sheets. 
From  my  experience,  both  with  current  contracts  and  also  this  type  of  equipment, 
25,000  sheets  is  not  economical.  Currently  there  are  many  contracts  being  vended 
through  the  Government  Printing  Office  for  quantities  of  25,000  sheets  and  under. 
These  are  all  being  successfully  procured  at  the  most  competitive  rates  available. 
For  the  Government  to  be  operating  its  own  printing  service  is  absolutely  ludicrous. 

Your  attention  in  reducing  our  deficit  and  increasing  employment  in  the  private 
sector  is  much  appreciated.  This  is  a  win-win  situation  for  both  government  and  pri- 
vate industry.  I  would  appreciate  hearing  your  views  after  the  July  15  meeting. 
Thank  you  very  much  for  you  attention  in  this  matter. 

Sincerely  yours, 

John  G.  Braceland, 

President. 

The  Chairman.  I  will  say  that  the  record  shall  remain  open  for 
another  30  days  so  members'  questions  and  documents  may  be  in- 
cluded that  we  have  not  been  able  to  receive  today. 

That  concludes  today's  hearing,  and  I  look  forward  to  visiting 
with  all  of  you  on  another  occasion. 

[Whereupon,  at  12:10  p.m.,  the  committee  was  adjourned.] 
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